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For   statement  of  facts  and   opinions   contained  in   papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

PALMER,  MASSACHUSETTS 

720— Rate  Schedules. 

The  Central  Massachusetts  Electric  Company,  Palmer,  Massa- 
chusetts, has  reduced  its  rates  for  electric  lighting  from  17  cents  to  16 
cents  per  kilowatt-hour.  The  following  is  a  statement  of  the  new  rate, 
which  becomes  effective  April  1st: 

16  cents  gross  or  15  cents  net  per  kilowatt-hour. 

Discount. 

The  difference  between  the  gross  and  net  rates  constitutes  a  discount  for  prompt 
payment. 

COURT  DECISIONS 

OKLAHOMA 

129.4— Refunds. 

Pioneer  Telephone  and  Telegraph  Co.  v.  State.  Petition  by  the 
State  of  Oklahoma  to  Recover  the  Refund  of  Excess  Charges.  From 
an  Order  of  the  Corporation  Commission  for  Petition,  the  Company 
Appeals.  Decision  of  the  Supreme  Court  or  Oklahoma  Affirming 
the  Decision,  and  Denying  a  Rehearing.  January  13,  1914.  On  Re- 
hearing, February  24,  "1914.     138  Pacific  1033. 

On  July  28,  1909,  the  Company  was  adjudged  guilty  of  contempt,  in 
that  it  increased  its  rates  without  approval  of  the  Corporation  Com- 
mission, as  required  by  an  order  of  the  Commission  issued  October  12, 
1908.  The  Company  contended  that  the  franchise  ordinance  fixed 
the  rates  to  be  charged  and  that  the  Commission  was  without 
authority  to  interfere. 

In  Pioneer  Telephone  &  Telegraph  Co.  v.  State,  supra,  it  was  held 
that  said  municipality,  by  virtue  of  said  ordinance  granting  said 
franchise,  did  not  have  power  to  fix  rates  to  be  charged  by  appel- 
lant for  use  of  its  telephones  in  said  city,  and  affirmed  the  order 
adjudging  appellant  guilty  of  contempt.  Appellant  in  this  proceed- 
ing seeks  to  challenge  the  validity  of  the  order  of  the  Commission 
made  on  October  12,  1908,  in  that  it  was  made  by  said  Commission 
without  authority,  and  further  that  it  was  void. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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The  State,  through  its  proper  law  officer,  filed  a  petition  before  the 
Corporation  Commission,  seeking  to  recover  from  appellant  the  re- 
fund of  excess  charges  which  were  collected  by  appellant  from  its  sub- 
scribers in  Oklahoma  City  after  the  said  order  of  October  12,  19(58, 
was  entered.  Appellant  entered  its  appearance  and  contested  the 
granting  of  said  relief  by  the  Commission.  Judgment  was  entered 
by  it  against  appellant  for  the  amount  of  the  excess  charges  as  shown 
and  indicated  by  appellant  under  its  sworn  report  to  said  Commis- 
sion, to  wit,  $60,057.20.  Appellant  made  no  contention  as  to  the 
amount  of  the  excess  charges,  but  controverted  the  power  of  the 
Commission  to  grant  the  relief  (1)  on  the  ground  that  it  was  without 
authority;  (2)  that  such  action  could  not  be  maintained  in  the  name 
of  the  State;  and  (3)  that  the  act  of  February  10,  1913,  entitled 
"An  act  conferring  authority  upon  the  Corporation  Commission 
to  adjust  controversies  between  parties  growing  out  of  refunds  for 
public  service;  to  require  all  refunds  to  be  turned  over  to  the  Com- 
mission; to  determine  the  amount  of  refund  and  to  whom  due;  and 
declaring  an  emergency"  (Laws  1913,  c.  10) — was  repugnant,  not 
only  to  the  State,  but  also  the  Federal  Constitution. 

The  Court  judges  all  of  these  contentions  to  be  without  merit. 

224 — Rate  Regulation. 

That  the  Commission  had  such  power  and  the  order  was  not  void 
is  now  res  adjudicata.  Pioneer  Telephone  &  Telegraph  Co.  v.  State, 
supra.  Even  if  such  was  not  the  case  the  Commis'sion  had  power  to 
make  said  order.  Section  18,  art.  9  (section  234,  par.  3,  Williams' 
Anno.  Ed.)  of  the  Constitution  of  this  State. 

231 — Companies'  Procedure. 

That  said  order  was  made  without  investigation  as  to  the  rates 
charged  and  was  therefore  arbitrary  and  unreasonable,  that  would 
not  make  the  order  void,  but  voidable,  and  such  ciuestion  could 
only  be  raised  by  an  appeal  or  other  means  of  direct  proceeding,  and 
not  in  a  collateral  attack,  as  is  here  sought  to  be  made;  the  appel- 
lant having  had  the  notice  provided  for  by  article  9,  sec.  18,  of  the 
Constitution  of  this  State,  supra;  section  24,  art.  9  (section  242, 
Williams'  Anno.  Ed.),  of  the  Constitution  of  this  State. 

Further  contention  that  in  this  action,  before  the  Corporation  Com- 
mission, appellant  was  entitled  to  plead  and  prove  that  the  rates 
were,  so  fixed  by  the  order  of  October  12,  1908,  unjust  and  unreas- 
onable and  confiscatory,  and  for  that  reason  the  State  was  not  en- 
titled to  pr(nail  in  this  action  to  recover  the  refunds,  such  defense 
is  not  permissil)le  in  this  proceeding.  Such  rates  having  been  fixed 
and  not  having  l)een  challenged  directly  l)y  appeal  or  otherwise,  such 
question  in  this  action  is  collateral. 

Three  remedies  were  available  to  the  appellant  by  which  the  validit>' 
of  said  order  might  be  challenged:  (1)  By  appeal  as  provided  in 
section  20  of  article  9  (section  238,  Williams  Anno.  Ed.)  of  the  Con- 
stitution; (2)  by  application  made  dircH'tly  to  the  Commission  to 
set  aside  order  (section  18  of  article  9  [section  234,  Williams'  Anno. 
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Ed.])  of  the  constitution;  and  (3)  by  an  action  in  equity  to  restrain 
its  enforcement.  As  a  matter  of  practice  the  first  two  remedies 
should  be  sought  before  the  hist  remedy  is  resorted  to.  Prentiss 
V.  Atlantic  Coast  Line,  211  U.  S.  210,  29  Sup.  Ct.  67,  53  L  Ed.  150. 

ARIZONA 

224 — Rate  Regulation. 

State  v.  Tucson  Gas,  Electric  Light  &  Power  Co.  Suit  Alleging 
that,  by  Statute,  a  Minimum  Charge  is  Illegal  in  Arizona.  Decision 
of  the  Arizona  Supreme  Court,  Holding  the  Statute  in  Question  to 
be  Unconstitutional.     February  18,  1914.     138  Pacific  781. 

The  law  in  question  (Laws  1912  (Sp.  Sess.)  c.  52,  sec.  7)  requires  pubhc 
service  corporations  to  sell  water,  electric  energy,  or  illuminating  gas 
by  meter  measurement,  and  prohibits  them  from  charging  for  a  greater 
amount  than  actually  furnished. 

The  question  is,  may  a  public  service  corporation  establish  and 
collect  a  minimum  rate,  notwithstanding  this  legislative  expression 
to  the  contrary? 

It  is  the  contention  of  appellee  that  this  legislative  act  is  repugnant 
to  the  constitution  of  Arizona,  and  void  in  so  far  as  it  attempts  to  fix 
rates  to  be  charged  for  the  products  named. 

The  provisions  of  the  Constitution  relied  on  as  for])idding  this  piece 
of  legislation  are  found  in  Article  15  thereof. 

Article  15,  Section  3  of  the  Constitution  gives  the  Corporation  Com- 
mission full  power  to  fix  the  classifications,  rates,  and  charges  of  public 
service  corporations,  except  that  cities  and  towns  may  be  authorized 
by  the  Legislature  to  exercise  supervision  within  their  respective  limits. 

If  the  Constitution  had  intended  that  the  legislative  department 
should  have  unrestricted  power  over  the  Corporation  Commission, 
it  has  failed  to  so  indicate,  but,  on  the  contrary,  has  definitely 
limited,  and  restricted  its  power  to  take  from  the  Commission  the 
prescribing  of  classifications  and  fixing  rates  and  charges  in  incor- 
porated cities  and  towns  only.  .  .  .  The  power  granted  to  the 
Corporation  Commission  by  Section  3  of  the  Constitution  to  super- 
vise, regulate  and  control  public  service  corporations  extends 
to  and  covers  all  such  corporations  doing  business  in  the  state.  How- 
ever, this  power  may  be  given  over  to  incorporated  cities  and  towTis 
by  proper  legislative  action,  either  by  the  Legislature  or  the  people. 
If  the  law-making  power  of  the  state  can  transfer  this  power  of 
regulation  and  control  from  the  Corporation  Commission  to  cities 
and  towns,  only  by  virtue  of  the  direct  grant  of  authority  to  do  so, 
as  contained  in  the  proviso,  it  would  seem  to  follow  that  the  Legisla- 
ture is  powerless  to  prescribe  classifications,  rates,  charges,  rules, 
regulations,  and  orders  by  which  public  service  corporations  shall  be 
governed.     .     . 

The  Commission  shall  not  only  have  the  full  pow(>r  to  act  in  the 
premises,  but,  having  acted,  it  only  may  amend  and  repeal  its  action. 
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As  is  hereafter  shown,  we  think  this  must  be  true,  or  else  there  would 
exist  no  paramount  authority  over  the  matter  of  regulating  and 
supervising  public  service  corporations.  It  is  a  necessary  rule  of 
construction  in  order  to  avoid  a  conflict  of  authority  and  preserve 
uniformity  of  regulation  and  supervision. 

Section  6  of  Article  15  of  the  Constitution  expressly  authorizes  the 
Legislature  to  enlarge  the  powers  and  extend  the  duties  of  the  Corpora- 
tion Commission. 

The  Constitution,  having  in  express  terms  authorized  the  Legisla- 
ture to  enlarge  the  powers  and  extend  the  duties  of  the  Commission, 
impliedly  forbids  the  Legislature  from  exercising  any  of  the  power 
vested  in  the  Commission  (such  as  fixing  rates  and  charges)  that 
would  have  the  effect  of  lessening  or  decreasing  the  Commission's 
powers. 

There  is  a  detailed  analysis  of  various  sections  of  the  law. 

The  Corporation  Commission,  therefore,  has  been  vested  by  Section 
3,  supra,  with  full  power,  with  the  command  to  exercise  it:  (1)  To 
prescribe  just  and  reasonable  classifications  to  be  used;  (2)  just  and 
reasonable  rates  and  charges  to  be  made  and  collected ;  (3)  reasonable 
rules,  regulations,  and  orders  by  which  public  service  corporations 
"shall  be  governed  in  the  transaction  of  business  within  the  state." 

200— Public  Service  Regulation. 

Whatever  the  reasons  and  influences  that  may  have  prompted  the 
framers  of  the  Constitution  to  endow  the  Corporation  Commission 
with  such  extraordinary  and  unusual  power,  it  is  a  well-known  fact 
that  there  has  long  existed  a  deep-rooted  dissatisfaction  with  the 
results  obtained  through  the  Legislatures  of  the  county  in  their 
efforts  to  adjust  and  regulate  rates  and  classifications  between  the 
general  public  and  public  service  corporations.  While  the  power 
to  control  and  regulate  those  matters  by  the  law-making  body  has 
been  frequently  upheld,  the  lack  of  full  information  on  the  part  of 
the  Legislator,  and  inadequacy  of  time  and  means  of  investigation, 
have  tended  to  foster  litigation,  with  the  result  of  suspending  and 
often  of  defeating  the  object  aimed  at,  rather  than  to  secure  just 
and  reasonable  classifications,  rates,  charges,  and  regulations.  The 
unwisdom  and  impracticability  of  imposing  upon  the  courts,  in  the 
first  instance,  this  kind  of  litigation  has  frequently  been  adverted  to 
by  the  courts.  One  court  used  this  language:  "It  is  utterly  impos- 
sible for  a  court  to  hear  all  cases  similar  to  this,  which  requires  from 
one  to  three  months  to  hear  the  evidence,  after  the  issues  are  formed. 
If  this  Court  were  to  do  nothing  else,  it  could  not  personally  hear 
all  such  cases.  *  *  *  Some  of  the  states,  like  New  York,  Massa- 
chusetts and  Wisconsin,  have  State  Commissions  of  competent  men, 
who  give  public  hearings,  and  who  do  nothing  behind  doors,  nor  in 
secrecy — a  commission  with  no  memlKM'  interested  as  a  taxpayer 
of  the  city  and  with  no  mcnnbcn*  subject  to  influences  other  than  the 
ascertaining  of  the  truth  and  the  facts.     Rates  are  thus  fixed  with 
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which  most  fair-minded  people  are  ready  to  acquiesce.  It  is  strange 
that  we  have  no  such  legislation  and  no  such  commission  in  Iowa." 
Des  Moines  Water  Co.  v.  City  of  Des  Moines  (C.  C.)  192  Fed.  193, 
195.  The  same  court  in  Des  Moines  Gas  Co.  v.  City  of  Des  Moines 
(D.  C.)  199  Fed.  204,  205,  again  said:  "Much  of  this  kind  of  litiga- 
tion, and  practically  all  of  the  expense,  would  be  avoided,  if  Iowa, 
like  so  many  of  the  other,  including  some  neighboring  states,  had  an 
impartial  and  non-resident  commission  or  tribunal,  with  power  to 
fix  these  rates  at  a  public  hearing,  and  all  interested  parties  present, 
with  the  tribunal  selecting  its  own  engineers,  auditors,  and  account- 
ants." 
220— General  Powers  of  Commission. 

The  framers  of  the  Constitution  were  fully  informed  as  to  the  chaotic 
conchtions  existing.  They  knew  the  evil,  and  sought  to  correct  it 
in  the  fundamental  law  of  the  state  by  constituting  the  Corporation 
Commission  a  body  empowered  and  authorized  by  that  instrument 
to  exercise  not  only  legislative  but  the  judicial,  administrative,  and 
executive  functions  of  the  government.  While  it  is  not  so  named, 
it  is,  in  fact,  another  department  of  government,  with  powers  and 
duties  as  well  defined  as  any  branch  of  the  government,  and  where 
it  is  given  exclusive  power  it  is  supreme.  Its  exclusive  field  may  not 
be  invaded  by  either  the  courts,  the  legislative  or  executive. 

MISSOURI 
226— Service. 

State  ex  inf.  Barker,  Atty.  Gen.,  ex  rel.  Kansas  City  v.  Kansas  City 
Gas  Co.  Application  for  a  Writ  of  Mandamus  to  Compel  the  Kansas 
City  Gas  Co.  to  Furnish  Gas  of  Sufficient  Pressure.  Decision  of  the 
Missouri  Supreme  Court  Adjudging  that  the  Pubhc  Service  Com- 
mission has  JuriscUction  in  the  Case.  December  24,  1913.  Rehearing 
Denied,  February  10,  1914.  163  Southwestern  854. 
This  is  a  suit  to  compel  the  Kansas  City  Gas  Co.,  a  natural  gas  company, 
holding  a  thirty-year  franchise,  to  furnish  sufficient  pressure  during  the 
winter  months.  The  Court  holds  that  the  Public  Utilities  Commission 
is  the  proper  tribunal  to  investigate  the  matter,  because 
200 — Public  Service  Regulation. 

That  Act  (the  Public  Utilities  Act)  is  an  elaborate  law  bottomed 
on  the  pohce  power.  It  evidences  a  public  policy  hammered  out  on 
the  anvil  of  public  discussion.  It  apparently  recognizes  certain 
generally  accepted  economic  principles  and  conditions,  to-^^^t :  That 
a  public  utility  (like  gas,  water,  car  service,  etc.)  is  in  its  nature  a 
monopoly;  that  competition  is  inadequate  to  protect  the  public,  and, 
if  it  exists,  is  hkely  to  become  an  economic  waste;  that  state  regula- 
tion takes  the  place  of  and  stands  for  competition;  that  such  regula- 
tion, to  command  respect  from  patron  or  utility  owner,  must  be  in 
the  name  of  the  overlord,  the  state,  and,  to  be  effective,  must  possess 
the  power  of  intelligent  visitation  and  the  plenary  super^^sion  of 
every  business  feature  to  be  finally  (however  invisible)  reflected  in 
rates  and  quality  of  service.     It  recognizes  that  every  expenditure, 
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every  dereliction,  every  share  of  stock,  or  l^ond,  or  note  issued  as 
surety  is  finally  reflected  in  rates  and  quality  of  service  to  the  public.  .  . 

Its  constitutionality  is  not  assailed  in  whole  or  in  part. 

There  is  a  complete  outline  of  the  provisions  of  the  law. 

The  complaint  made  and  the  remedy  invoked  in  this  proceeding, 
taken  in  connection  with  the  Public  Utilities  Act  we  have  outlined, 
raises  the  question  heretofore  stated,  viz. :  Whether  we  should  assume 
jurisdiction,  and  issue  an  absolute  writ  on  this  original  proceeding 
in  the  first  instance?  As  to  that  we  say:  We  are  of  opinion  that 
to  do  so  would  be  to  approach  that  new  and  important  statute  with 
a  frosty  and  questioning  judicial  countenance;  would  be  to  run 
counter  to  the  wise  public  policy  evidenced  by  that  statute;  would 
be,  either  to  take  respondent  corporation  from  under  the  burden  and 
benefits  of  that  statute,  or  to  hazard  handicapping  the  powers  and 
discretions  of  the  Utilities  Commission  hereafter  in  the  premises, 
should  it  assume  to  act;  would  be  to  say  that  such  statute  did  not 
provide  an  efficient  and  adequate  remedy  for  the  grievances  com- 
plained of,  if  found  to  exist;  would  be  to  assume  that  this  Court  is 
better  equipped  with  ways  and  means  to  make  the  investigation 
necessary  to  any  just  solution  of  the  problem  presented  than  is  the 
Utilities  Commission;  would  be  to  substitute  our  absolute  writ  of 
mandamus,  inflexible,  unreasoning,  and  illy  suited  to  compelling  a 
general  course  of  conduct  and  a  "long  series  of  continuous  acts,"  for 
the  flexible,  speedy,  and  sensible  remedies  prescribed  by  the  Public 
Utilities  Act,  to  be  applied  from  time  to  time  as  circumstances  alter, 
and  fair  dealing  demands. 

We  are  not  willing  to  take  any  such  position.  The  Commission  is 
better  equipped  with  experts,  technical  knowledge,  and  other  efficient 
aids  to  a  neutral  and  full  investigation  than  would  be  any  commis- 
sioner appointed  by  the  Court.  .  . 

Our  conclusion  is  sustained  by  the  reasoning  and  judgment  of  those 

courts  dealing  with  a  like  Public  Utilities  Act  under  the  conditions. 

Nebraska  Tel.  Co.  v.  State,  55  Neb.,  627,  76  N.  W.  171,  45  L.  R.  A.  113;  State 
ex  rel.  v.  A.  C.  L.  R.  R.  Co.  53  Fla.,  651,  44  South.  231,  13  L.  R.  A.  (N.  S.)  320, 
12  Ann.  Cas.  359;  People  ex  rel.  v.  Interurban  Ry.  Co.,  177  N.  Y.  296,  69  N.  E. 
596;  State  ex  rel.  v.  Duluth  Ry.  Co.  (1913)  153  Wis.  650,  142  N.  W.  184,  Vide, 
arguendo,  Wickwire  Steel  Co.  v.  N.  Y.  Cent.,  etc.,  R.  R.  Co.,  104  C.  C.  A.  504, 
181  Fed.  316;  A.  T.  &  S.  F.  Ry.  Co.  v.  Lumber  Co.,  31  Okl.  661,  122  Pae.  139; 
State  ex  rel.  v.  Court,  67  Wash.  37,  120  Pac.  861,  Ann.  Cas.  1913D,  78. 

WASHINGTON 

810 — Municipal  or  Local  Regulation  of  Utilities. 

Seattle  Electric  Co.  v.  City  of  Seattle  et  al.  Suit  to  Enjoin  an 
Ordinance  Regulating  the  Operation  of  Electric  Street  Cars.  Decision 
of  the  Supreme  ('ourt  of  Washington,  Holding  that  the  Citv  Has  No 
Power  to  Regulate.     February  20,  1914.     138  Pacific  892. 

The  City  of  Seattle  passed  an  ordinance  in  October,  1911,  providing 
for  the  prevention  of  the  overcrowding  of  cars,  and  for  their  operation 
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in  accordance  with  a  schedule  to  he  filed  in  the  office  of  the  superintend- 
ent of  public  utilities  of  the  city.  The  city  was  enjoined  from  enforcing 
the  ordinance,  and  here  appeals.  The  Court  affirms  the  previous 
decision. 

For  the  purposes  of  the  present  decision  it  will  be  assumed  that  the 
city  council  had  the  power  and  authority  to  pass  the  ordinance  in 
question,  unless  such  power  has  been  withdrawn  from  it  by  the 
provisions  of  what  is  known  as  the  public  service  commission  law, 
passed  at  the  legislative  session  for  the  year  1911.  Laws  of  1911, 
c.  117,  p.  538. 

The  pertinent  provisions  of  the  Public  Service  Laws  are  quoted — 
namely  those  providing  that  the  term  "common  carrier"  shall  include 
street  railroads;  that  the  term  "transportation  of  persons"  includes 
any  service  in  connection  with  the  carriage  of  persons,  the  term  "service" 
being  used  in  its  broadest  sense;  that  whenever  the  Public  Service 
Commission  shall  find  that  the  rules  of  any  common  carrier  as  to 
transportation  are  unjust  or  insufficient,  it  shall  determine  reasonable  and 
just  rules,  and  that  a  complaint  may  be  made  by  any  individuals  or 
body  politic,  or  municipal  corporation. 

The  ultimate  question  to  be  determined  then  is  whether  the  public 
service  commission  law  revoked  the  power  of  the  city  to  legislate 
upon  the  subject-matter  of  the  ordinance  at  the  time  the  law  took 
effect,  or  does  the  city  retain  such  power  until  the  Public  Service 
Commission  shall  issue  an  order  covering  the  same  subject-matter. 

State  ex  rel.  Webster  v.  Superior  Court  (67  Wash.  37,  120  Pac. 
861,  Ann.  Cas.  1913  D,  78)  is  cited. 

It  is  apparent  that  the  Court  there  plainly  held  that  the  right  of  the 
city  to  exercise  the  police  power  over  a  particular  subject-matter 
ceases  when  the  state  acts  upon  the  same  subject-matter,  unless 
there  is  room  for  the  exercise  of  concurrent  jurisdiction.  That  a 
state  acts  when  a  law  passed  by  the  Legislature  takes  effect  can 
hardly  be  doubted. 

It  is  plain  that  the  state  must  be  held  to  have  spoken  upon  a  given 
subject-matter  when  its  legislative  will  becomes  effective.  From 
that  time  the  policy  of  the  state  is  declared.  But  if  there  is  room 
for  the  exercise  of  concurrent  jurisdiction,  the  act  of  the  State  Legisla- 
ture does  not  revoke  the  right  of  the  city  to  exercise  the  police  power. 

The  inquiry  then  must  be  directed  to  the  question  as  to  whether 
the  Legislature  intended  that  the  city  should  exercise  its  police 
power  over  the  subject-matter  of  the  ordinance  after  the  Public 
Service  Commission  law  took  effect  and  prior  to  the  time  that  the 
Public  Service  Commission  might  issue  an  order.  The  Public 
Service  Commission  law  of  this  state  was  substantially  taken  from 
the  Wisconsin  law.  This  fact  is  conceded  by  both  the  appellants 
and  the  respondent.  The  Wisconsin  law  contained  a  provision  that 
the  act  should  not  apply  to  street  and  electric  railroads  engaged 
solely  in  the  transportation  of  passengers  within  the  limits  of  cities. 
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In  the  law  of  this  state  we  find  no  such  provision  The  terms  of  the 
law  as  shown  by  the  excerpts  already  quoted  are  most  comprehensive. 
The  appellant  concedes  that  these  provisions  invest  the  Public 
Service  Commission  with  the  right  to  control  street  railways  by  the 
issuance  of  an  order  after  a  hearing,  and  also  the  right  of  the  city 
to  invoke  the  aid  of  the  Commission  in  regulating  and  controlling 
street  railways  operating  within  its  limits.  Had  the  Legislature 
intended  that  the  city  might  exercise  jurisdiction  until  the  Com- 
mission should  issue  an  order,  it  seems  strange  that,  with  the  Wis- 
consin law  before  it,  with  a  provision  therein  exempting  certain 
street  and  electric  railroads  from  its  operation,  some  qualification 
would  not  have  been  inserted  in  the  law  of  this  state. 

Again,  if  it  was  the  legislative  will  that  jurisdiction  should  be  retained 
by  the  city,  the  insertion  in  the  law  of  the  right  of  the  city  to  invoke 
the  aid  of  the  Commission  would  be  entirely  useless.  To  so  construe 
the  law  that  the  city  might  exercise  the  power  of  regulation  until 
the  Public  Service  Commission  should  act  would  be  of  no  substantial 
benefit  to  the  city,  and  would  give  rise  to  conflict  of  authority  and 
inevitable  confusion.  If  this  were  the  meaning  of  the  law,  the  city, 
after  it  had  gone  to  the  trouble  and  expense  of  acquiring  the  necessary 
data  and  passing  a  regulating  ordinance,  might  have  its  work  nullified 
whenever,  to  use  the  language  of  the  statute,  complaint  might  be 
made  to  the  Commission  by  "any  person,  corporation,  chamber  of 
commerce,  board  of  trade,  or  any  commercial,  mercantile,  agricul- 
tural or  manufacturing-  society,  or  any  body  politic  or  municipal 
corporation,"  and  the  Commission  should  issue  an  order.  And  the 
pu])lic  utilities  company,  if  it  should  comply  with  the  ordinance  and 
incur  expenses  necessarily  incident  thereto,  might  have  its  work 
undone  in  like  manner. 

Considering  the  entire  statute,  and  especially  the  excerpts  quoted 
therefrom,  it  seems  plain  to  us  that  it  was  the  legislative  intent  that 
the  power  and  authority  to  regulate  public  utilities  was  vested  in 
the  Public  Service  Commission  from  and  after  the  time  the  law 
took  effect,  and  that  when  the  law  became  effective  it  revoked  the 
power  of  the  city  to  legislate  upon  the  subject-matter  covered  by 
the  ordinance. 

112.5— Ordinance  Rates. 

Two  cases  are  called  to  our  attention,  by  counsel  for  the  appellant 
which  it  is  claimed  sustain  his  view.  Thev  are  Charleston  Consol. 
Ry.  &  L.  Co.  v.  City  Council  of  Charleston,  92  S.  C.  127,  75  S.  E. 
390,  and  City  of  Manitowoc  v.  Manitowoc  &  N.  T.  Co.,  145  Wis.  13, 
129  N.  W.  925. 

Both  of  these  cases  arc  founded  upon  the  ]H'oposition  that  a  contract 
between  a  city  and  a  public  utility  is  not  alorogated  when  a  public 
utilities  law  goes  into  effect  giving  a  commission  the  right  to  fix  rates, 
but  that  the  contract  rate  remains  until  such  time  as  the^Commission 
provides  for  a  different  rate.  H 
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The  distinction  between  those  cases  and  the  pr(^s(>nt  case  is  that 
there  was  a  definite  contract  in  each  case,  while  here  the  City  of  Seattle 
did  not  retain  by  contract  the  right  to  exercise  the  power  which  it 
sought  to  exercise  by  the  ordinance,  but  claims  the  right  to  exercise 
it  under  the  police  power  of  the  city.  While  the  passage  of  a  public 
utilities  law  does  not  abrogate  contracts  until  the  Commission 
has  fixed  a  different  rate,  it  does  not  follow  that  the  passage  of  a 
public  utilities  law  may  not  withdraw  from  the  city  the  right  to 
exercise  the  police  power  from  and  after  the  date  it  became  effective. 
This  distinction  was  recognized  in  the  Manitowoc  Case,  where  it  was 
said:  'Tf,  as  is  contended  by  counsel  for  the  respondent,  no  contract 
was  entered  into,  and  we  were  dealing  with  the  ordinance  as  a  legis- 
lative enactment  pure  and  simple,  and  not  as  part  and  parcel  of  a 
contract,  there  might  be  good  reason  for  the  claim  that  it  is  superseded 
by  Chapter  362,  Laws  1905,  without  any  affirmative  action  on  the 
part  of  the  Railroad  Commission." 

It  has  been  stated  by  respectable  authority  that  the  grant  of  power 
to  a  municipal  corporation  does  not  permit  it  to  adopt  by-laws  which 
infringe  the  spirit  or  are  repugnant  to  the  policy  of  the  state  as  declared 
in  its  general  legislation.  In  2  Dillon,  Municipal  Corporations  (5th 
Ed.)  Sec.  601,  it  is  said:  "The  rule  that  a  municipal  corporation 
can  pass  no  ordinance  which  conflicts  with  its  charter,  or  any  general 
statute  in  force  and  applicable  to  the  corporation,  has  been  before 
stated.  Not  only  so,  but  it  cannot,  in  virtue  of  its  incidental  power 
to  pass  by-laws,  or  under  any  general  grant  of  that  authority,  adopt 
by-laws  which  infringe  the  spirit  or  are  repugnant  to  the  policy  of 
the  state  as  declared  in  its  general  legislation     *     *     *  ." 


REFERENCES 

RATES 

624 — Power  Factor. 

Economies  of  Power-Factor  Adjustment,  by  H.  B.  Dwight.     Article 

and  Editorial,  Electrical  World,  3j  pages,  March  28,  1914,  p.  708,  and 

p.  682. 

The  above  article  discusses  methods  of  securing  the  best  power-factor  conditions 
for  both  energy-supply  companies  and  energy  users.  It  is  suggested  that  the  best 
soKition  of  the  difficulty  is  in  persuading  the  customer  to  install  synchronous 
motors,  instead  of  induction  motors,  whenever  possible.  Two  general  methods 
are  suggested  for  influencing  the  choice  of  the  customer  in  the  installation  of  the 
proper  kind  of  machinery.  One  is  to  insert  an  extra  meter  on  his  premises,  so 
coimected  as  to  measure  the  reactive  energy  consumed,  while  the  other  meter 
measures  the  active  energy  in  the  usual  way.  He  is  then  to  be  charged  for  the 
extra  reactive  energy  at  a  rate,  say,  one-fourth  of  the  regular  rate  for  active 
energy.  The  other  method  is  to  ofTer  a  bonus  for  each  kilovolt-ampere  of  sjti- 
chronous  motor  machinery  installed. 

The  editorial  sums  up  the  article  briefly,  and  concludes  that  it  is  probable  that 
the  equity  of  the  case  could  best  be  met  by  the  first  method.  That  is  to  say,  if 
a  customer  desires  to  install  a  machine  that  absorbs  reactive  energy  to  the  dis- 
advantage of  the  system  and  of  all  connected  therewith,  he  should  pay  a  proper 
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price  for  the  luxury,  in  proportion  to  the  amount  of  reactive  energy  he  consumes 
monthly.  On  the  other  hand,  in  view  of  the  difhculty  of  explaining  the  nature 
of  the  trouble  to  the  customer,  the  matter  being  essentially  of  a  technical  char- 
acter, and  also  in  view  of  the  difficulty  of  establishing  an  authorized  rate  for 
reactive  energy,  it  seems  likely  that  the  second  method,  in  some  of  its  many  pos- 
sible forms,  is  likely  to  be  more  generally  practicable. 

600— Rate  Differentials. 

Electric  Central  Station  Rates,  by  R.  D.  DeWolf.     Engineering 

Magazine,  March,  1914.     H  page,  p.  959. 

This  outlines  the  basic  facts  which  make  variable  rates  for  electricitj'  necessary. 
It  is  stated  that  it  is  logical  to  base  the  charges,  not  upon  the  class  of  service, 
but  upon  those  costs  which  are  common  to  all,  and  which  may  be  divided  into 
three  general  classes:  First — A  customer  charge,  including  those  elements  which 
are  involved  in  handling  each  customer,  such  as  metering,  general  office  expense, 
etc.;  Second — A  demand  or  capacity  charge,  including  a  fixed  charge  on  the 
investment  required,  the  cost  of  keeping  this  capacity  ready  to  supply  power  at 
the  time  the  customer  demands  it,  necessary  repairs,  etc.;  Third — -A  kilowatt- 
hour  charge,  or  the  actual  cost  of  producing  the  power,  consisting  mainly  of  the 
cost  of  coal  actually  required  to  generate  1  kilowatt-hour. 

600 — Rate  Differentials. 

The  Relation  of  "Out-of-Pocket  Cost"  to  Water  Rate  Making, 
WITH  AN  Illustrative  Example,  by  Morris  Knowles  and  Maurice  R. 
ScHARFF.  Read  before  the  Hhnois  Water  Supply  Association,  1914. 
Engineering  and  Contracting,  2  pages,  March  18,  1914,  p.  336. 

This  states  that  the  perfect  system  of  rates  cannot  be  determined  a  priori;  it  must 
come,  rather  as  the  result  of  evolution,  of  gradual  improvement,  as  the  outcome 
of  human  experience.  It  is,  however,  possible,  with  an  understanding  of  such 
principles  as  have  already  been  worked  out,  and  using  the  best  judgment  we  can 
bring  to  bear,  to  attain  results  far  preferable  to  those  based  on  the  belief  that  it 
is  useless  to  compute  rates  at  all.  For  the  former  method  is  bound  to  reach  by 
experience  a  closer  and  closer  approximation  to  the  truth;  while  the  latter  can 
never  advance  a  single  step.  There  is  a  consideration  of  the  factors  entering  into 
the  making  of  scientific  water  rates.  With  reference  to  rate  differentials,  it  is 
said  that  one  proper  reason  for  differential  treatment  of  consumers  is  to  lower  the 
cost  to  other  consumers  by  retaining  custom  which  would  otherwise  be  lost.  _  It 
is  stated  that  it  is  to  the  advantage  of  all  consumers  that  large  long  hour,  high 
load-factor  consumers  be  retained.  Differential  treatment  of  them  does  not 
constitute  discrimination,  so  long  as  it  will  result  in  advantage  and  saving  to  other 
consumers.  Such  concessions  in  rates,  however,  must  not  be  greater  than  actually 
necessary  to  meet  the  competition  of  other  sources  of  supply.  And  in  any  case, 
they  must  not  be  so  great  as  to  increase  instead  of  decreasing  the  income  to  be 
collected  from  other  consumers. 

INVESTMENT  AND  RETURN 

360 — Depreciation. 

The  Rate  of  Depreciation.     Railway  Age  Gazette,  f  page,   March 

27,  1914,  p.  727. 

This  comments  on  the  renewed  interest  in  the  question  of  cliarges  for  dei)nH'iation, 
foreshadowed  by  the  Supreme  Court  decision  in  the  Kansas  City  Southern  case 
(see  4  Rate  Research  277)  and  in  the  Interstate  Commerce  Commission's 
condemnation  of  the  Chicago,  Milwaukee  and  St.  Paul's  charge  of  1  per  cent  on 
its  equipment.  It  is  said  that  the  American  practice  of  not  only  maintaining  but 
of  bettering  projjerty  out  of  earnings  in  prosperous  years  and  tiding  over  hnin 
years  by  living  on  the  accumulated  fat  of  tlie  previous  years  is  so  deeply  ingrained 
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in  most  American  railroad  managers  that  they  are  only  now  beginning  to  realize 
that  a  different  policy  will  have  to  he  pursued  when  they  have  got  not  only  to 
justify  themselves  to  their  stockholders,  but  explain  the  whys  and  wherefores  to 
the  Interstate  Commerce  Commission  and  the  public  at  large.  Despite  the 
hardships  that  it  may  work  on  a  good  many  roads  for  a  time,  an  ample  charge  for 
depreciation  is  not  only  theoretically  right,  but,  under  jiresent  circumstances, 
the  soundest  provision  that  can  be  made  to  safeguard  the  future  unless  indeed 
the  Commission  were  to  loile  that  all  new  equipment  must  be  paid  for  out  of  earn- 
ings. 

360 — Depreciation. 

Maintenance  and  Depreciation.     Editorial,  Electric  Railway  Journal, 

March  21,  1914,  p.  620. 

This  states  that  one  of  the  most  striking  facts  apparent  to  the  close  observer  of 
electric  railway  reports  is  the  great  variation  in  maintenance  and  depreciation 
charges  made  by  different  companies  operating  under  more  or  less  equal  con- 
ditions. The  policies  of  the  Wisconsin  Commission,  the  Interstate  Commerce 
Commission,  and  the  Montana,  New  Jersey,  Indiana,  Maryland  and  New  York 
(1st  D.)  Commissions  are  cited.  It  is  said  that  these  examples  are  sufficient  to 
show  the  lack  of  concerted  action  on  the  part  of  public  service  commissions  in 
accounting  for  repairs,  renewals  and  replacements — in  short,  for  "maintenance" 
and  "depreciation."  It  is  suggested  that  the  abstruseness  of  the  subject  would 
be  greatly  lessened  if  the  accounting  technicjue  in  regard  thereto  were  standard- 
ized. 

300 — Investment  and  Return. 

McGregor-Noe  Hardware  Company,  et  al.,  Complainants  vs.  Spring- 
field  Gas  and  Electric  Company  and  Springfield  Traction  Com- 
pany, Defendants.  Brief  and  Argument  on  Behalf  of  Defendants. 
445  pages. 

This  is  the  company's  brief  in  the  Springfield-Missouri  electric  rates  case  now 
pending  before  the  Missouri  Commission.  Reference  was  made  to  this  case  in 
4  Rate  Research  159. 

PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation. 

The  Function  of  Commissions.  Public  Service  Regulation,  f  page, 
March,  1914,  page  135. 

This  is  a  quotation  from  an  address  by  Commissioner  Yates  of  the  Illinois  Com- 
mission before  the  National  Independent  Telephone  Association.  It  is  said  there  is 
a  three-fold  interest  involved  in  the  handling  of  the  product  of  utilities.  There  is 
the  company  furnishing,  the  consumer  using,  and  the  state.  The  introduction  of 
this  new  factor  into  the  regulation  of  utility  business  is  not  to  be  feared.  It 
destroys  nothing.  It  preserves  all  that  is  good.  It  allows  full  co-operation. 
With  reference  to  the  Commissions  attitude  toward  its  work,  Mr.  Yates  said: 
"In  behalf  of  my  colleagues,  my  fellow  commissioners,  it  ought  to  be  said  that  the 
commission  aspires  to  be  absolutely  fair  in  all  its  endeavor;  and  to  take  up,  as  the 
governor  has  insisted,  the  various  questions  that  come  before  it,  in  a  purely 
business  attitude  and  non-partisan  maimer,  seeking  to  adjust  all  things  that  come 
before  it  on  a  sound  and  economic  basis. 

We  appreciate  the  responsibility;  and  we  seek  and  solicit,  from  all  sides,  both 
information  and  help  to  the  end  that  the  governor  and  the  people  of  this  state 
may  feel  that  the  opportimities  which  they  have  placed  in  our  hands  have  been 
handled,  not  unwiselj',  but  in  the  interest  of  all  the  people,  and  of  all  honest 
business,  thus  starting  Illinois  in  the  race  for  first  rank  in  this  great  field." 
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226.2 — Extension  of  Service. 

Line  Extensions — Spring  Business  and  Appliance  Exploitation, 
by  A.  G.  Rakestraw.     Electrical  Engineer,  2  pages,  March,  1914,  p.  135. 

In  discussing  extensions  this  comments  on  the  lack  of  uniformity  now  prevalent  in 
the  matter,  and  on  the  investigation  now  being  made  by  the  Wisconsin  Com- 
mission. It  is  said  that  each  line  extension  should  be  made  profitable  in  itself, 
with  perhaps  two  exceptions.  In  rapidly  growing  territory  where  there  is  a  good 
chance  to  develop  a  profitable  field,  it  is  not  only  permissible  but  wise  to  make 
liberal  extensions.  Furthermore,  to  avoid  appearance  of  discrimmation  it  is 
often  policy  to  make  all  extensions  asked  for  without  charge  within  certain  pre- 
scribed limits,  such  as  within  the  borders  of  a  mimicipality,  or  other  civil  division. 
Public  service  commissions  have  often  held  that  adequate  accommodations  to  the 
citizens  of  any  section  within  which  a  franchise  is  granted,  involves  giving  service 
to  every  one  within  such  mimicipality,  no  matter  where  they  may  be  located.  In 
general,  there  are  three  ways  in  which  the  customer  may  bear  part  or  all  of  the 
construction  cost.  First,  by  payment  outright,  either  in  c&sh  or  monthly  pay- 
ments. Second,  by  guaranteeing  a  sufficient  amount  of  business  to  meet  the  cost 
out  of  the  resulting  profits  on  service.  Third,  by  means  of  a  rental  charge  to 
continue  as  long  as  the  customer  makes  use  of  the  line.  Probably  the  simplest  and 
most  accurate  plan  is  to  rent  the  line  to  the  customer  on  a  basis  such  that  the  rental 
will  cover  fixed  charges  and  upkeep,  and  to  sell  current  at  the  same  rate,  and  terms 
as  if  the  customer  were  at  the  power  house  door.  Then  in  case  business  should 
spring  up  along  the  line,  the  rental  should  be  adjusted  and  when  the  customers 
become  so  numerous  as  to  make  the  fixed  charges  small  in  proportion  to  the  total 
business  handled,  the  rental  charge  would  naturally  be  dropped  altogether. 

268— Public  Utility  Laws. 

New  Hampshire  Utilities  Laws.  Public  Service  Regulation,  4  pages, 
March,  1914,  p.  171. 

This  is  a  digest  of  all  new  legislation  affecting  the  relations  of  the  Commission  to 
railway  and  public  utility  service. 

268 — Public  Service  Laws. 

The  Illinois  Public  Utilities  Law  and  its  Application  to  Operating 
Telephone  Companies,  by  O.  F.  Berry.  Address  dehvered  before  the 
Illmois  Independent  Telephone  Association,  1914. 

This  advocates  protection  from  competition,  and  state  regulation  of  public  utilities. 
There  is  a  detailed  analysis  of  the  provisions  of  the  Illinois  Utilities  Act  which 
apply  to  telephone  companies.  It  is  said  that  the  Act  is  the  most  far  reaching 
in  the  powers  granted  to  the  Commission,  the  most  drastic  in  its  requirements 
and  excessive  in  its  penalties  for  violation  of  any  of  the  utility  laws  passed  in 
recent  years.  The  Commission  has  power  to  regulate  the  rates  to  be  charged, 
the  coimections  to  be  made,  the  character  and  class  of  service,  the  further  issue  of 
bonds  and  stocks;  to  fix  the  value  of  the  plant,  the  rate  of  return  due  the  stock- 
holder on  his  investment  and  the  amount  that  shall  be  set  aside  for  depreciation 
and  also  by  order  to  prevent  unnecessary  duplication  of  plants  or  lines.  Con- 
fidence in  the  Utilities  Commission  appointed,  is  expressed. 

MUNICIPALITIES 

830 — Public  Ownership. 

Annual  Report  of  the  Directors  of  the  .\meric,\n  Telephone  and 
Telegraph  Company  to  the  Stockholders  for  the  Year  Ending  December 
31,  1913.     Pamphlet,  68  pages. 
This  contains  a  full  analysis  of  the  question  of  government  ownership;  and  an 
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analysis  of  the  post  office  and  its  organization  with  view  to  a  consideration  of  its 
adaptability  to  take  over  the  telephone  and  telegraph.  The  difference  in  the 
service  given  by  the  Bell  system  and  any  publicly  owTied  system  is  pointed  out. 
It  is  said  that  the  policy  of  the  Bell  Sj'stem  is  that  the  value  of  a  telephone  service 
is  in  direct  proportion  to  its  "universality"  and  "dependability;"  that  is,  to 
the  certainty  of  reaching  promptly  by  telephone  the  greatest  number  of  people. 
This  policy,  which  has  been  the  strength  of  the  Bell  System  and  the  cause  of 
whatever  supremacj'  in  the  telephone  field  it  has,  is  now  being  made  the  strongest 
argument  for  government  ownership  and  operation,  ignoring  the  fact  that  the 
Bell  System  has  extended  or  popularized  its  service  to  an  extent  far  beyond  that 
of  any  government  sj'stem  in  the  world.  It  is  pointed  out  that  all  monopolies 
should  be  regulated,  and  that  government  ownership  would  be  an  unregulated 
monopoly.  From  all  wrongs  of  privately  owned  utilities,  appeals  may  be  taken 
to  state  and  national  commissions  and  to  municipal  and  legislative  bodies;  from 
the  wrongs  of  publicly  owned  utilities  administered  through  the  dominant  political 
party,  no  effective  appeal  is  possible.  There  are  fundamental  economic  laws 
which  make  it  impossible  for  either  publicly  or  privately  owiied  utilities  to  furnish 
service  without  being  paid  from  some  source  what  it  costs. 

830— Public  Ownership. 

Government  Ownership  and  Operation.  Editorial,  Electric  Railway 
Journal,  March  21,  1914,  p.  621. 

This  comments  on  Theodore  N.  Vail's  discussion  of  government  ownership  and 
operation  in  the  ^\nnual  Report  of  the  American  Telephone  and  Telegraph  Com- 
pany. It  is  said  that  any  government  report  upon  government  operations  that 
does  not  disclose  wasteful  and  imscientific  methods  is  rarer  than  Halley's  comet, 
and.  while  in  theory  there  is  no  reason  why  government  operation  should  not  be  as 
economical  as  private  operation,  in  actual  performance  it  is  impossible  to  over- 
come the  effect  of  the  political  favoritism,  dilatory  action  and  finished  mediocrity 
that  exist  in  our  governmental  departments. 

The  crux  of  the  whole  question  of  government  ownership  and  operation  in  our 
country  is  this,  that  the  narrow  margin  existing  between  economy  and  waste 
cannot  be  traversed  properlj'  without  a  responsible  organization  with  individual 
initiative,  watchfulness  and  permanency  of  interest.  Successful  operation  requires 
superior  methods,  ex-pert  executives,  heavy  responsibility  and  imdisputed  directive 
authority — attributes  that  cannot  be  found  imder  governmental  ouiiership  in  a 
country  where,  as  James  Bryce  says,  "there  are  imperfect  powers  of  control  over 
the  administrative  departments  and  the  nation  does  not  always  know  how  or 
where  to  fix  responsibility  for  misfeasance  or  neglect,  no  one  acting  under  the  full 
sense  of  direct  accountability."  It  is  asserted  that  our  government  is  far  better 
qualified  to  perform  the  service  of  regulation — to  make  judicial  review,  with  pur- 
pose of  conserving  and  protecting  the  interests  of  all.  Commissions  of  high 
standing  would  be  a  greater  protection  to  public  interests  against  private  exactions 
than  government  ownership  with  its  inevitable  lack  of  economy. 

830— Public  Ownership. 

Municipal  Ownership  of  Public  Utilities,  by  Arthur  Willi.\ms. 
An  Address  Delivered  before  the  Finance  Forum  of  the  Y.  M.  C.  A., 
New  York,  March  23,  1914.     Pamphlet,  30  pages. 

This  comments  on  the  popular  misconception  with  regard  to  municipal  ownership, 
i.e.  the  fact  that  the  average  non-property  owning  citizen  seems  to  entertain  the 
conviction,  consciously  or  subconsciously,  that  his  enjoj^ment  of  the  various 
activities  of  the  municipality  in  which  he  lives  are  paid  for,  largely,  if  not  entirely, 
by  others.  There  is  a  review  of  the  reasons  underlying  the  greater  efficiency 
and  economy  of  private  as  compared  to  public  o\\-nership.  It  is  asserted  that 
instead  of  public  owTiership  and  operation  the  safe  and  economic  method  should 
be  private  ownership  and  operation  accompanied  by  public  regulation.  It  is  said 
that  it  is  to  be  greatly  hoped  that  our  country,  in" its  National,  State  and  Muni- 
cipal policies,  will  not  adopt  European  methods  which  have  been  found  to  be 
mostly  destructive  of  the  best  in  public  and  private  life,  but  rather  will  continue 
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a  course  in  which  our  great  utility  industries  will  be  absolutely  divorced  from 
politics;  that  they  will  continue  to  give  the  largest  incentive  to  individual  and 
collective  advancement;  that  our  people  may  secure  at  lowest  cost  the  best  which 
science  and  invention  have  developed  and  placed  at  our  service  for  bettering 
conditions  in  human  life. 

820 — State  Regulation  of  Municipal  Utilities. 

Regulation  by  Competitors.  Editorial,  Journal  of  Electricity,  Power 
and  Gas,  March  21,  1914,  p.  255. 

This  comments  on  the  recent  announcement  of  the  dissolution  of  the  United 
States  Express  Co.,  because  of  competition  from  the  government  parcels  post 
system  combined  with  enforced  reductions  in  rates  by  the  Interstate  Commerce 
Commission,  notwithstanding  a  steady  decline  in  its  earnings.  Attention  is  called 
to  the  fact  that  regulation  by  the  people  combined  with  competition  from  the  same 
source  comes  perilously  close  to  making  it  impossible  for  other  than  the  people  to 
engage  in  whatever  is  profitable  business.  The  risk  is  too  great  and  capital  may 
be  forced  either  to  find  other  fields  or  to  hide  in  the  long  stocking.  Such  is  the 
effect  of  too  much  regulation.  The  conditions  necessitating  the  action  taken  by 
the  company  exist  in  degree  on  the  Pacific  Coast  where  in  several  cities,  the  power 
which  controls  or  regulates  the  rates  of  public  utilities  is  or  may  be  in  direct 
competition,  in  the  form  of  municipal  ownership,  with  these  same  public  utility 
corporations.  This  is  wrong  in  principle  and  apparently  disastrous  in  practice. 
It  should  be  changed.  With  even  a  measure  of  success  or  justice,  competition 
regulated  by  one  of  the  competitors,  seems  impossible. 

One,  perhaps  satisfactory  solution  of  this  problem,  would  be  to  have  all  public 
utilities  including  those  municipally  owned  and  those  private  corporations  within 
cities,  all  controlled  by  the  state  public  service  commissions. 

GENERAL 

132 — Protection  From  Competition. 

Protecting  Monopoly,  by  John  M.  Eshleman.  The  California  Out- 
look, 3  pages,  March  21,  1914,  p.  6. 

This  is  a  reply  to  a  Hearst  editorial,  which  implied  that  the  California  Com- 
mission in  refusing  to  allow  competition  in  the  Oro  Electric  Corporation  case,  was 
going  against  its  judgment,  and  was  the  victim  of  a  "joker"  in  the  law;  i.  e.,  the 
convenience  and  necessity  clause.  The  article  asserts  the  belief  of  the  Com- 
mission in  the  protection  of  natural  monopolies  from  competition,  and  explains  in 
detail  the  attitude  of  the  Commission  iii  the  matter  of  competition. 

Mr.  Eschleman  says  in  part: 

"I  say  without  fear  of  successful  contradiction  that  there  is  no  difference  among 
political  economists  on  this  question,  and  I  say  with  equal  emphasis  that  there  is 
no  difference  among  political  economists  and  political  thinkers  as  regards  the 

method  of  regulation  which  should  apply  to  such  agencies And 

indeed  a  little  thought  on  the  part  of  the  most  sui)erficial  will  lead  to  the  conclusion 
that  where  an  agency  is  of  such  a  character  as  for  instance  an  electrical  company, 
that  competition  with  it  requires  duplication  of  property  necessary  to  serve  the 
public,  such  an  agency  can,  if  immolested,  give  better  service  at  lower  rates  than 
it  is  possible  for  it  to  give  if  it  be  required  to  divide  its  business  with  a  competing 

agency Consumers   too  often   lose  sight   of  the  fact   that   they 

always  pay  the  bill,  and  if  there  is  twice  as  much  property  upon  which  an  earning 
must  be  made  the  consumers  necessarily  must  pay  a  greater    amount  for  the 

service The  potential  competition  doctrine  of  the  California 

Railroad  Commission  does  not  protect  any  natural  monopoly  in  its  field  unless 
that  natural  monopoly  is  voluntarily  according  that  service  to  which  the  public 
is  eiititlecl.  But  it  does  i)rotect  the  honestly  managed  and  ethcient  ])ublic  utility 
which  voluntarily  does  the  best  it  can,  which  is  always  better  than  it  can  do  if 
it  is  required  to  (livid(>  its  business  with  a  rival." 
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For  statement  of  facts  and  opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

COURT   DECISIONS 
NEW  YORK 

3 — Investment  and  Return. 

People  ex  rel.  Kings  County  Lighting  Company  v.  New  York 
Public  Service  Commission  (1st  D.).  Decision  of  the  New  York 
Court  of  Appeals,  Affirming  in  part,  the  Decision  of  the  Appellate 
Division  of  the  Supreme  Court  for  the  First  Department  and  Remitting 
the  Proceedings  to  the  Commission.     March  24.  1914. 

The  decisions  of  the  Commission  and  of  the  Appellate  Di\'ision  on  the 
valuation  in  the  Kings  County  Lighting  Company  rates  case  is  given  in 
3  Rate  Research  164.  The  case  was  taken  by  the  Commission  to  the 
Court  of  Appeals  and  the  decision  of  the  higher  court  on  the  disputed 
questions  is  here  given. 

315.1— Going  Value. 

It  is  now  generally  recognized  that  "going  value,"  as  distinct  from 
"good  will,"  is  to  be  considered  in  valuing  the  property  of  a  public 
service  corporation  either  for  the  purpose  of  condemnation  or  rate 
making,  but  there  is  a  wide  divergence  of  view  as  to  how  it  is  to  be 
considered.  The  commission  in  this  case  says  it  was  taken  into 
account  in  valuing  the  plant  as  a  "going"  and  not  as  a  "defunct  or 
static"  concern  and  that  it  was  also  considered  in  fixing  the  fair  rate 
of  return.  The  Appellate  Division  says  that  there  is  no  proof  of  the 
latter  fact  in  the  record.  Thus  the  first  question  certified  requires 
us  to  decide  whether  "going  value"  is  to  be  appraised  as  a  distinct 
item,  or  whether  it  is  sufficient  to  regard  it  as  something  vague  and 
indefinable  to  be  given  some  consideration  but  not  enough  to  be 
estimated.  The  valuation  of  the  physical  property  was  determined 
by  ascertaining  the  cost  of  reproduction  less  accrued  depreciation. 
Preliminary  and  development  exiDcnses  prior  to  operation  were 
included,  but  no  allowance  was  made  for  the  cost  of  developing  the 
business.  By  that  method  the  plant  was  valued  in  a  sense  as  a 
"going  concern."  In  other  words  "scrap"  values  were  not  taken, 
but  to  say  that  that  sufficiently  allows  for  "going  value"  is  the  same 
as  to  say  that  "going  value"  is  not  to  be  taken  into  account.  The 
problem  is  to  determine  what  is  fair  to  the  public  and  the  company. 
The  public  is  entitled  to  be  served  at  reasonable  rates  and  the  com- 
pany is  entitled  to  a  fair  return  of  its  investment  on  the  value  of  the 
property  used  by  it  in  the  public  service.     (Smith  v.  Ames,  169  U.  S, 

Editorl\l  Note. — All  indented  matter  is  direct  Quotation. 
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466;  San  Diego  Land  Co.  v.  National  City,  174  U.  S.  739;  San  Diego 
Land  &  Town  Co.  v.  Jasper,  189  U.  S.  439;  Minnesota  Rate  Cases 
230  U.  S.  252.)  It  would  have  been  entitled  to  a  return  on  the 
valuation  adopted  by  the  commission,  if  it  had  no  customers,  but  was 
just  ready  to  begin  business,  whereas  it  had  a  plant  in  operation  with 
an  established  business,  which  every  one  knows  takes  time,  labor  and 
money  to  build  up.     .     . 

It  takes  time  to  put  a  new  enterprise  of  any  magnitude  on  its  feet, 
after  the  construction  work  has  been  finished.  Mistakes  of  con- 
struction have  to  be  corrected.  Substitutions  have  to  he  made. 
Economies  have  to  be  studied.  Experiments  have  to  be  made,  which 
sometimes  turn  out  to  be  useless.  An  organization  has  to  be  per- 
fected. Business  has  to  be  solicited  and  advertised  for.  In  the  case 
of  a  gas  company,  gratuitous  work  has  to  be  done,  such  as  selling 
appliances  at  less  than  a  fair  profit  and  demonstrating  new  devices 
to  induce  consumption  of  gas  and  to  educate  the  public  up  to  the 
maximum  point  of  consumption.  None  of  these  things  is  reflected 
in  the  value  of  the  physical  property,  unless,  of  course,  exchange 
value  be  taken,  which  is  not  admissible  in  a  rate  case.  The  Company 
starts  out  with  the  "bare  bones"  of  the  plant,  to  borrow  Lurton's 
phrase  in  the  Omaha  Water  Works  Case  (supra)  [218  U.  S.  180].  By 
the  expenditure  of  time,  labor  and  money,  it  co-ordinates  those  bones 
into  an  efficient  working  organism  and  acquires  a  paying  business. 
The  proper  and  reasonable  cost  of  doing  that,  whether  included  in 
operating  expenses  or  not,  is  as  much  a  part  of  the  investment  of  the 
company  as  the  cost  of  the  physical  property. 

The  investors  in  a  new  enterprise  have  to  be  satisfied  as  a  rule  with 
meagre  or  no  returns,  while  the  business  is  being  built  up.  In  a 
business  subject  only  to  the  natural  laws  of  trade,  they  expect  to  make 
up  for  the  early  lean  years  by  large  profits  later.  In  a  business, 
classified  among  public  callings,  the  rate-making  power  must  allow 
for  the  losses  during  the  lean  years,  or  their  rate  will  be  confiscatory 
and  of  course  will  drive  investors  from  the  field.  In  the  former  class, 
the  value  of  the  established  business  is  a  part  of  the  "good  will"  and 
may  be  determined  by  taking  a  given  number  of  years'  purchase  of 
the  profits,  or  exchange  value  may  be  considered.  In  the  latter  case, 
a  different  rule  must  be  adopted.     .     .     . 

If  a  deficiency  in  the  fair  return  in  the  early  years  was  due  to  losses 
or  expenditures  which  were  reasonably  necessary  and  proper  in  de- 
veloping efficiency  and  economy  of  operation  and  in  estalilishing 
a  business,  it  should  be  made  up  by  the  returns  in  later  years.  If 
there  was  a  fair  return  from  the  start,  the  corporation  has  received 
all  it  was  entitled  to,  irrespective  of  how  much  of  the  earnings  may 
have  been  diverted  to  the  building  of  the  business. 

Of  course,  a  reasonable  need  for  the  service  from  the  start  and  reas- 
onably good  management  are  assumed.  While,  within  I'easonable 
limits,  service  may  be  provided  for  anticipated  needs,  a  company 
should  not  construct  a  plant  in  a  wilderness  and,  after  a  city  has  been 
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built  around  it,  expect  to  recoup  its  losses  while  waiting,  nor  should 
it  expect  to  recoup  losses  from  bad  management.  1  do  not  include 
in  the  latter  mere  mistakes  or  errors  in  judgment  which  are  almost 
inevitable  in  the  early  stages  of  any  business.  The  fair  return  is  to 
be  computed  on  the  actual  investment,  not  on  an  ov  er-issue  of  securi- 
ties, and  the  failure  to  pay  dividends  to  the  investors  must  be  due  to 
the  causes  under  consideration,  not  to  an  accumulation  of  a  surplus 
or  to  expenditures  for  permanent  additions  or  betterments,  which  are 
included  in  the  appraisal  of  the  physical  property;  in  other  words,  the 
actual  net  earnings  are  to  be  taken.  Making  proper  allowance  for 
the  matters  just  considered,  and  perhaps  for  others  which  do  not  now 
occur  to  me,  I  define  "going  value"  for  rate  purposes  as  involved  in 
this  case,  to  be  the  amount  equal  to  the  deficiency  of  net  earning  be- 
low a  fair  return  on  the  actual  investment  due  solely  to  the  time  and 
expenditures  reasonably  necessary  and  proper  to  the  development  of 
the  business  and  property  to  its  present  stage,  and  not  comprised  in 
the  valuation  of  the  physical  property. 

In  regard  to  determining  a  definite  allowance  for  going  value,  w^here 
actual  data  as  to  early  losses  are  not  available,  the  court  says: 

There  would  appear  to  be  as  good  ground  for  admitting  the  opinion 
of  a  qualified  expert  on  such  a  subject  as  on  the  cost  to  reproduce  the 
physical  property.  Of  course,  the  commission  was  not  bound  by 
that  evidence.  It  had,  in  addition,  the  experience  of  the  relator  and 
its  predecessor  as  to  payment  of  dividends,  the  amount  of  capitaliza- 
tion of  both,  and  the  value  of  the  physical  property  in  its  present 
condition,  determined  as  above  stated.  With  nothing  opposed  to 
those  facts  and  the  opinion  evidence  it  was  not  justified  in  ignoring 
the  evidence  of  "going  value"  or  of  merely  attaching  some  inappre- 
ciable importance  to  it.  (See  Bonbright  v.  Geary,  210  Fed.  Rep. 
44,  54,  56).     .     . 

312.9 — Paving  Over  Mains. 

In  determining  the  cost  of  reproduction,  the  commission  allowed 
$12,717  as  the  cost  of  restoring  the  pavement  as  it  existed  when  the 
mains  and  service  pipes  were  laid  in  the  streets.  The  relator  claimed 
an  allowance  of  at  least  $200,000  for  the  cost  of  restoring  pavements 
subsequently  laid,  on  the  theory  that  that  cost  would  have  to  be  in- 
curred if  the  mains  w^ere  to  be  laid  to-day.  .  .  The  question  has 
a  double  aspect.  What  w'ill  be  fair  to  the  public,  as  well  as  to  the 
relator?  (Smith  v.  Ames,  supra).  Should  the  public  pay  more  for 
gas  simply  because  improved  pavements  have  been  laid  at  public 
expense?  .  .  .  The  case  is  not  at  all  parallel  to  the  so-called 
unearned  increment  of  land.  That  the  company  owns.  It  does  not 
own  the  pavements,  and  the  laying  of  them  does  not  add  to  its  in- 
vestment or  increase  the  cost  to  it  of  producing  gas.  The  cost  of 
reproduction,  less  accrued  depreciation  rule  seems  to  be  the  one 
generally  employed  in  rate  cases.  But  it  is  merely  a  rule  of  conve- 
nience,  and  must  be   applied  with  reason.     On  the  one  hand  it 
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should  not  be  so  applied  as  to  deprive  the  corporation  of  a  fair 
return  at  all  times  on  the  reasonable,  proper  and  necessary  invest- 
ment made  by  it  to  serve  the  public,  and  on  the  other  hand  it  should 
not  be  so  applied  as  to  give  the  corporation  a  return  on  improvements 
made  at  public  expense  which  in  no  way  increase  the  cost  to  it  of 
performing  that  service.     .     . 

319— Land. 

We  agree  with  the  Appellate  Division  that  annual  increase  in  the  value 
of  land  is  not  income.  Of  course,  under  the  rule  of  the  Ames  case 
(supra),  land  might  become  so  valuable  as  to  require  its  use  for  other 
purposes  and  as  to  make  a  rate  based  on  it  unfair  to  the  public.  The 
present  is  not  such  a  case. 

OREGON 

224.5— Rates  Fixed  by  Contract. 

Portland  Ry.  Light  &  Powder  Co.  v.  City  of  Portland  et  al.  Suit  to 
Set  Aside  an  Ordinance  Regulating  Street  Railway  Rates.  Decision  of 
the  District  Court,  District  of  Oregon,  Enjoining  the  Ordinance 
Rates.     January  12,  1914.     210  Federal  667. 

The  suit  is  brought  to  enjoin  the  enforcement  of  an  ordinance  of  the 
city,  adopted  November  5,  1913,  requiring  street  railway  companies 
within  the  city  engaged  in  the  transportation  of  passengers  to  sell  six 
tickets  for  25  cents,  and  to  provide  conductors  with  such  tickets  for 
sale  whenever  demanded  by  a  passenger,  upon  payment  of  the  price 
specified.  Upon  the  filing  of  the  bill  an  order  was  made  requiring  the 
defendant  to  appear  and  show  cause  why  a  preliminary  injunction 
should  not  issue.  In  obedience  to  this  order  the  defendant  appeared 
and  filed  a  motion  to  dismiss  the  complaint  on  the  ground  that  the 
court  was  without  jurisdiction  and  because  it  does  not  state  facts 
sufficient  to  constitute  a  cause  of  suit 

112.5 — Ordinance  Rates. 

This  court  held,  in  Portland  Ry.  Light  &  Power  Co.  v.  City  of  Port- 
land, 201  Fed.  119,  that  the  provision  in  the  franchise  of  the  plaintiff 
concerning  the  rates  to  be  charged  by  it  does  not  constitute  a  con- 
tract suspending  the  governmental  power  of  regulation  during  the 
life  of  the  franchise,  and  I  take  it,  therefore,  plaintiff  is  not  entitled 
to  relief  on  this  ground 

131 — Protection  from  Confiscation. 

I  doubt  whether  the  complaint  as  amended  states  facts  sufficient  to 
shown  that  the  rates  as  fixed  by  the  city  will  be  confiscatory.  The 
value  of  plaintiff's  property  devoted  to  street  railway  purposes  within 
the  city  is  stated  in  the  complaint,  but  it  is  silent  as  to  the  income  de- 
rived therefrom  or  the  operating  expenses.  The  only  averment  in 
that  connection  is  that  from  the  present  revenues  the  plaintiff  is  earn- 
ing only  a  certain  per  cent,  on  its  investment.     This  is  but  a  con- 
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elusion,  and  under  the  recent  decisions  of  the  Supreme  Court  in  the 
Minnesota  and  kindred  rate  cases  is  not  sufficient 

224.5— Rates  Fixed  by  Ordinance. 

The  remaining  question,  and  the  vital  one,  as  I  take  it,  is  wheth- 
er section  81  of  the  city  charter  so  far  as  it  undertakes  to  vest  the  mu- 
nicipality with  power  to  fix  rates  to  be  charged  by  public  utility  com- 
panies operating  within  the  city  is  valid.  It  was  adopted  by  the  legal 
voters  of  the  city  in  May,  1913,  as  one  of  several  amendments  to  the 
city  charter.  At  that  time  a  general  law  of  the  state  was  in  force 
known  as  the  Public  Utility  Act  (Laws  1911,  c.  279),  which  vested  the 
Railroad  Commission  with  the  power  and  jurisdiction  to  supervise 
and  regulate  every  public  utility  in  the  state,  and  gave  to  such  com- 
mission the  exclusive  authority  to  investigate  any  rates  charged  by 
public  utilities  and  if  found  unreasonable  to  fix  and  order  substituted 
therefor  such  rates  as  shall  be  just  and  reasonable.  The  law  provides 
that  every  public  utility  in  the  state  must  file  with  the  commission 
within  a  time  fixed  by  it  schedules  of  its  rates,  and  that  no  charges 
shall  be  made  therein  except  as  in  the  law  provided.  It  is  also  made 
an  offense,  punishable  as  such,  for  any  public  utility  to  charge  or  col- 
lect a  greater  or  less  compensation  than  specified  in  such  schedule 
until  the  same  is  changed  as  provided  by  law,  or  to  accept  or  receive 
any  rebate,  commission,  or  discrimination  whereby  any  service  shall 
be  rendered  at  a  less  rate  than  named  in  the  published  schedule  and 
tariff  in  force  as  provided  in  the  act.  The  purpose  of  these  provisions 
was  to  prevent  unjust  discrimination  and  to  require  public  utilities  to 
afford  the  same  service  to  all  patrons  under  the  same  circumstances. 
The  plaintiff,  in  compliance  with  this  law,  filed  its  schedules  oi  rates 
with  the  commission  prior  to  the  adoption  of  the  amendment  to  the 
city  charter  and  prior  to  the  enactment  of  the  ordinance  in  question. 
The  rates  stated  in  these  schedules  are  materially  different  from  those 
prescribed  by  the  city.  It  is  apparent,  therefore,  that  both  the  Utility 
Act  and  the  city  ordinance  cannot  be  enforced.  If  the  plaintiff  obeys 
the  Utility  Act  and  charges  the  rates  made  lawful  thereby,  it  will  be 
violating  the  city  ordinance  and  be  liable  to  punishment  therefor,  for 
the  charges  provided  in  the  ordinance  are  less  than  those  fixed  in  the 
schedule  filed  with  the  Public  Utility  Commission.  If,  on  the  other 
hand  it  obeys  the  city  ordinance  and  charges  the  rate  provided  therein, 
it  will  be  violating  the  Utility  Act  for  a  hke  reason.  It  is  clear  there- 
fore that  both  cannot  stand.  One  or  the  other  must  give  way.  There 
cannot  be  two  public  bodies  existing  at  the  same  time  with  original 
jurisdiction  to  prescribe  and  fix  the  only  lawful  rates  to  be  charged  by 
a  public  utility.  California-Oregon  Power  Co.  v.  City  of  Grants  Pass 
(D.  C.)  203  Fed.  173;  and  Seattle  Electric  Co.  v.  City  of  Seattle  (D. 
C.)  206  Fed.  955. 

Now,  the  right  to  regulate  rates  of  public  ser\'ice  corporations  is  a 
governmental  power  vested  in  the  state  in  its  sovereign  capacity.  It 
may  be  exercised  by  the  state  directly  or  through  a  commission  ap- 
pointed by  it,  or  it  may  delegate  such  power  to  a  municipality.    But  I 
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do  not  understand  that  a  municipality  may  assume  to  itself  such  pow- 
er without  the  consent  of  the  state  where  there  is  a  general  law  on  the 
subject  emanating  from  the  entire  state.  It  is  true  that  under  the 
Oregon  system  the  legal  voters  of  every  city  or  to\\ai  are  given  power 
to  enact  and  amend  their  municipal  charter,  subject  to  the  Constitu- 
tion and  criminal  laws  of  the  state.  But  this  does  not  authorize  the 
people  of  a  city  to  amend  its  charter  so  as  to  confer  upon  the  munici- 
pality powers  beyond  what  are  purely  municipal  or  inconsistent  with 
a  general  law  of  the  state  constitutionally  enacted.  Straw  v.  Harris, 
51  Or.  424,  103  Pac.  777,  and  Kiernan  v.  Portland,  57  Or.  454,  111 
Pac.  379,  112  Pac.  402,  37  L.  R.  A.  (N.  S.)  339.  it  was  so  held  by 
the  Supreme  Court  of  the  state  in  Riggs  v.  City  of  Grants  Pass,  134 
Pac.  776,  where  a  city  attempted  to  amend  its  charter  so  as  to  author- 
ize its  council  to  incur  an  indebtedness  for  the  building  of  railroads. 
The  regulation  of  fares  to  be  charged  by  public  service  corporations  is 
not  primarily  a  municipal  matter,  but  is  a  sovereign  right  belonging  to 
the  state  in  its  sovereign  capacity.  All  authority  over  the  subject 
must  emanate  from  the  state.  The  effect  of  the  amendment  to  the 
charter  of  the  city  of  Portland  is  an  attempt  to  ignore  the  state  author- 
ity and  to  assume  sovereign  rights  superior  and  contrary  to  the  ex- 
pressed will  of  the  state  as  manifested  in  its  legislation.  If  the  amend- 
ment is  valid  and  takes  the  public  utilities  within  the  city  of  Portland 
out  of  the  operation  of  the  Public  Utility  Act  and  the  jurisdiction  of 
the  commission  created  by  it,  then  every  municipality  in  the  state  may 
amend  its  charter  with  like  effect,  and  the  Public  Utility  Act  will  be- 
come a  useless  and  emasculated  piece  of  legislation,  the  will  of  the 
entire  people  as  expressed  therein  be  practically  ignored,  and  the 
people  of  a  part  of  the  state  become  greater  than  the  whole.  The 
Public  Utility  Act  was  not  only  passed  by  theLegislature  but  approved 
by  a  majority  of  the  people  on  a  referendum  vote.  It  is  therefore  the 
expressed  will  of  the  sovereign  power  of  the  state  concerning  a  sub- 
ject over  which  it  has  jurisdiction,  and  it  cannot  be  amended  or  abro- 
gated by  the  people  of  a  particular  or  given  locality.  The  purpose 
was  to  provide  a  uniform  system  throughout  the  entire  state  for  the 
control  and  regulation  of  public  utilities  and  fixing  the  rates  to  be 
charged  by  them,  and  to  create  a  tribunal  for  that  purpose.  It  is 
true  the  Public  Utility  Act  does  recognize  the  authority  of  municipal- 
ities over  public  service  corporations  within  its  boundaries  for  certain 
purposes,  but  not  in  the  matter  of  regulating  or  prescribing  rates  or 
fares.     That  power  is  vested  alone  in  the  Public  Service  Commission. 

Now,  Portland,  or  the  people  of  Portland,  are  not  without  remedy 
if  the  rate  charged  by  the  plaintiff  is  unreasonable  or  unjust.  They 
have  a  full  and  complete  remedy  by  application  to  the  tribunal  created 
by  the  state  for  the  purpose  of  determining  such  questions,  and  which 
is  provided  with  the  necessary  machinery  and  expert  assistants  to  deal 
with  the  subject  intelligently.  I  take  it  therefore  that  the  preliminary 
injunction  should  issue;  the  form  thereof  and  the  amount  of  the  bond 
to  be  determined  hereafter. 
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COMMISSION  DECISIONS 

NEW  JERSEY 

139.9— Deposits. 

Investigation  as  to  the  Reasonableness  of  Rules  of  the  Easton  Gas 
Works  and  the  Eastern  Pennsylvania  Power  Company  of  New 
Jersey  Exacting  a  Deposit  in  Advance  of  Supplying  Service.  Decis- 
sion  of  the  New  Jersey  Board  of  Public  Utility  Commissioners, 
Holding  that  Such  a  Rule  is  Reasonable  and  Specifying  Certain  Changes 
in  the  Companies'  Rule.     February  20,  1914. 

Both  companies  have  in  effect  rules  requiring  new  customers  to  make  a 
deposit  of  five  dollars  to  secure  payment  of  bills  for  service  to  be  ren- 
dered. 

Why  should  the  gas  or  electric  company  be  permitted  to  require  such 
a  deposit,  where  the  ordinary  tradesman  does  not? 

The  fundamental  reason  seems  to  be  this.  A  public  utility  is  bound 
within  its  legal  competence  and  up  to  the  limit  of  its  physical  equip- 
ment to  afford  service  to  all  who  apply  conformably  to  the  reasonable 
requirements  imposed  by  the  utihty.  The  pubhc  utihty  cannot  at  its 
option  refuse  to  render  service.  It  is  thus  debarred  from  exercising 
the  choice  which  the  ordinary  merchant  may  exercise  of  declining  to 
serve  would-be  customers.  As  an  offset  to  this  peculiar  obligation, 
and  to  protect  pubhc  utilities  from  bad  debts  which  might  otherwise 
be  unavoidable,  public  utilities  are  allowed  in  some  States  by  statute 
to  require  a  deposit  or  advance  payment.  In  some  States  water  rents 
or  other  utility  services  are  made  a  lien  upon  the  property  served. 
This  is  the  statutory  provision  in  this  State  as  regards  water  rent 
where  the  municipality  serves  the  consumer.  These  considerations 
requiring  the  utility  to  serve  all  applicants  seem  to  establish  the 
reasonableness  of  a  rule  which  a  utility  may  impose  requiring  of  its 
customers  advance  deposits  to  secure  bills  for  ser\dce  to  be  rendered.  .  . 

Question  was  raised  as  to  whether  the  practice  of  requiring  new  custo- 
mers to  make  such  deposits  and  exempting  earlier  customers  therefrom 
is  unjustly  discriminatory. 

The  Board  is  not  able  to  find  that  the  imposition  of  the  rule  on  those 
newly  subscribing  for  service  is  unduly  or  unj  ustly  discriminatory,  at 
least  until  demonstration  of  their  promptness  and  regularity  in  pay- 
ment entitles  them  to  ask  the  return  of  the  advance  deposit  and  to 
the  same  extension  of  credit  as  is  now  extended  to  old  subscribers  not 
in  arrears.     .     . 

So  long  as  the  rule  does  not  appear  to  work  an  undue  or  unjust  dis- 
crimination it  will  not  be  set  aside  as  unduly  or  unjustly  discrimina- 
tory or  preferential.  The  issue  may  fairly  be  raised,  however, 
whether,  after  adequate  demonstration  on  the  part  of  the  consumer 
of  his  financial  reliability,  a  public  utility  avowedly  according  credit 
to  reliable  customers  may  not  be  justly  required  to  refund  an  advance 
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deposit,  or  apply  the  same  in  liquidation  of  bills  due.  There  seems 
little  warrant  in  equity  for  the  indefinite  retention  of  such  deposits, 
even  though  interest  thereon  be  allowed.  It  savors  altogether  too 
much  of  a  forced  loan.     .     . 

Tn  regard  to  the  amount  of  the  deposit  the  Board  says  it  should  be  suffi- 
cent  to  cover  the  cost  of  one  month's  consumption  and  the  cost  to  the 
company  of  disconnection  of  the  service  in  case  the  customer  fails  to 
pay  within  the  time  allowed  by  the  companies'  rules.  (In  case  the 
monthly  bill  is  not  paid  within  the  first  ten  days  of  the  following  month, 
the  companies  issue  warning  of  discontinuance  within  ten  days  there- 
after.) The  five  dollar  deposit  is  held  to  be  reasonable  except  that  in 
the  case  of  gas  consumers  on  prepayment  meters  the  companies  are 
asked  to  make  an  abatement  to  two  dollars. 

INDIANA 

132— Protection  from  Competition. 

Petition  for  Certificate  of  Convenience  and  Necessity,  Author- 
izing a  Second  Telephone  Utility  in  Francesville,  Indiana.  Decision  of 
the  Indiana  Public  Service  Commission,  Dismissing  the  Apphcation, 
December  31,  1913. 

The  petitioners  allege  that  the  telephone  service  in  Francesville  is  in- 
adequate and  it  appeared  that  much  dissatisfaction  existed  among  the 
patrons.  The  established  company  is  rebuilding  its  system  and  in- 
stalling improved  equipment  and  the  Commission  held  that  the  new 
company  should  not  be  admitted. 

It  is  difficult  to  see  how  another  telephone  plant  or  exchange  could 
operate  under  better  or  more  favorable  conditions  in  the  same  locality 
than  the  conditions  under  which  the  present  plant  operates,  and  while 
much  discontent  and  dissatisfaction  exists,  another  telephone  system 
would  only  increase  the  dissatisfaction  and  discontent  and  would  per- 
haps complicate  the  system  of  wiring  throughout  the  town  and  the 
country. 

This  commission  has  the  authority  to  require  a  telephone  company  to 
perform  properly  the  services  which  it  should  perform,  and  this  author- 
ity extends  to  the  present  company  the  same  that  it  would  apply  to  a 
new  company.  It  also  has  authority  to  control  and  regulate  the  rates, 
tolls  and  charges  of  the  company  now  operating  at  Francesville,  and 
we  believe,  under  this  authority,  better  accommodations  can  he  fur- 
nished by  one  company  than  will  be  furnished  by  two  companies  oper- 
ating in  the  same  town  the  size  of  Francesville.     .     . 

OHIO 

224.5 — Rates  Fixed  by  Contract. 

The  New  Ottawa  County  Telephone  Company  at  Port  Clinton, 
Ohio,  Inquiry  as  to  Company's   Right  to   Increase  Rates  Fixed  by 
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Ordinance.  Opinion  of  Attorney  for  the  Ohio  Public  Utilities 
Commission.     IDated  December  29,  1913. 

The  right  of  the  telephone  company  to  raise  rates  fixed  by  ordinance 
before  the  passage  of  the  public  utilities  law,  was  decided  in  the  case 
of  Macklin  vs.  The  Home  Telephone  Company,  I.  C.  C.  N.  S.  373, 
which  was  affirmed  by  the  Supreme  Court  of  Ohio  in  70  O.  S.  507. 
The  decision  in  this  case  was  as  follows : 

"In  Ohio  a  municipality  has  no  valuable'right  to  confer  upon  a  tele- 
phone company  nothing  that  the  law  will  regard  as  a  consideration, 
either  good  or  valuable,  to  support  a  contract  between  the  munici- 
pality and  such  a  company,  fixing  a  rate  of  charge  for  telephone  ser- 
vice; and  if  a  rate  stipulated  is  to  be  enforced,  it  must  be  on  some 
theory  of  estoppel  rather  than  of  contract. 

The  Home  Telephone  Company  secured,  by  a  ruse,  the  passage  of  an 
unwilling  city  council  of  an  ordinance  fixing  the  mode  of  its  occupation 
of  the  streets.  The  article  consisted  in  the  incorporation  into  the 
ordinance  of  an  invalid  provision  fixing  the  rate  of  charge  for  residence 
telephones  at  $12.00  per  year.  Subsequently  the  company  repudi- 
ated its  agreement  as  to  price,  and  refused  to  install  its  plant,  unless 
eight  hunclred  contracts  were  secured  at  $18.00  per  year. 

Held :  That  An  view  of  the  fact  that  the  company  secured  no  more 
than  its  legal  rights  and  the  city  parted  with  nothing  of  value,  the 
company  is  not  estopped  from  maintaining  a  charge  of  $18.00  per 
year,  and  injunction  against  such  charge  will  not  lie." 

The  Attorney  for  the  Commission  says: 

There  is  no  question  that  the  provision  in  the  ordinance  fixing  the 
rates  that  the  Ottawa  Telephone  Company  should  charge  for  service 
was  of  no  effect. 

In  conclusion  the  attorney  holds  that  the  telephone  company  is  not 
bound  by  the  prices  fixed  in  the  ordinance,  but  is  bound  by  the  schedule 
of  rates  filed  with  the  Commission  which  cannot  be  changed  except  by 
action  as  required  in  the  Public  Utilities  Law. 

VERMONT 
3 — Investment  and  Return. 

Investigation  of  the  Rates  Charged  by  the  Addison  &  Panton  Tele- 
phone AND  Telegraph  Company  et  al.  Decision  of  the  Vermont 
Public  Service  Commission,  Determining  Rates  to  be  Charged  by 
Telephone  Companies  Operating  Within  the  State.     March  14,  1914. 

An  investigation  was  made  of  the  rates  for  telephone  service  in  the  state 
and  a  reduction  was  ordered  in  the  rates  of  the  New  England  Telephone 
and  Telegraph  Company  and  subsidiary  companies  and  the  Sprhigfield 
Local  Telephone  Company.  The  decision  is  concerned  chiefly  with  an 
examination  in  detail  of  the  valuations  submitted  by  the  companies  and 
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there  are  few  holdings  capable  of  general  application  in  either  the 
majority  or  dissenting  opinions. 

The  corporate  history  of  the  companies  is  largely  a  history  of  severe 
competition  with  ultimate  agreement  or  consolidation. 

315.1— Going  Value. 

In  certain  financial  statements  of  the  companies  which  were  filed  at  the 
hearings  there  was  incorporated  an  item  for  going  concern  value  which 
item  was  not  carried  upon  the  books  of  the  companies  as  an  asset. 
All  the  subsidiary  companies,  with  the  possible  exception  of  the 
Vermont  Company,  were  organized  for  the  purpose  of  suppressing 
competition  and  large  sums  were  used  by  these  companies  in  the 
purchase  of  competing  plants  at  high  valuations  and  some  of  these 
plants  when  acquired  were  scrapped.  The  New  England  Company 
has  been  active  in  the  suppression  of  competition  and  in  financing  the 
subsidiary  companies  for  that  purpose.  As  a  result  of  these  activities 
and  expenditures  .  .  .  the  New  England  Company  and  the 
subsidiaries  monopolize  the  territory  in  which  they  operate  within 
the  State,  and  are  as  much  of  a  monopoly,  although  on  a  smaller  scale, 
as  is  the  Consolidated  Gas  Company  in  the  City  of  New  York. 
The  Commission  is  of  the  opinion  that  the  items  of  going  concern 
value  above  referred  to  should  be  disregarded.     .     . 

335 — Issues  of  Stocks  and  Bondsi 

The  decision  contains  an  account  of  the  security  issues  of  the  Passumpsic 
Telephone  Company.  It  is  alleged  that  these  transactions,  although 
authorized  by  the  Public  Ser\ice  Commission,  were  extravagant  and 
ill  advised  placing  excessive  financial  burdens  upon  the  Passumpsic 
Company,  and  "in  order  to  meet  the  same,  rates  are  required  which  are 
in  excess  of  what  would  have  been  required  if  these  transactions  had  not 
taken  place." 

The  majority  of  the  present  Commission  cannot  but  feel  that  the 
authorization  of  the  stock  issues  for  the  purposes  for  which  they  were 
used  should  never  have  been  permitted,  but  as  the  State  has  sanctioned 
these  issues  and  the  State's  sanction  has  been  acted  upon,  the  majority 
cannot  see  its  way  clear  to  do  anything  that  will  change  or  a\  oid  the 
former  action  of  the  State. 

340 — Rate  of  Return, 

The  Commission  stated  that  in  no  instance  would  the  rate  of  return  fall 
below  6%  under  the  rates  prescribed  in  the  order. 

The  dissenting  opinion  says : 

I  am  also  unable  to  agree  with  my  associates  that  six  per  cent  is  a  fair 
rate  of  return  on  investments  in  a  pul^lic  utility  of  this  character.  It 
is  my  opinion,  based  on  evidence  introduced  at  the  hearing  .  .  . 
that  the  rate  of  return  should  be  leased  upon  the  investment  repre- 
sented by  the  physical  valuation  of  the  property,  and  should  bear  some 
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relation  to  the  rate  of  interest  allowed  by  law,  as  that  is  the  legislative 
standard  by  which  the  just  return  for  borrowed  money  is  fixed.  In 
ordinary  transactions  a  fixed  reduction  is  established  which  does  not 
vary  with  the  circumstances  of  the  borrower.  But  in  the  case  of  a 
pubhc  service  corporation  whose  revenues  are  subject  to  fluctuation, 
some  latitude  must  be  allowed  so  that  the  deficits  of  one  year  may  be 
made  good  from  the  larger  profits  of  another  year  and  preserve  an 
average  return  which  will  be  fair  and  just  and  attract  capital  for 
extension  and  improvement  of  the  telephone  plant. 

The  dissenting  commissioner  is  also  of  the  opinion  that  better  and  more 
uniform  service  throughout  Vermont  should  be  demanded  before  a 
reduction  in  rates  is  made. 

360 — Depreciation. 

The  Commission  is  of  the  opinion  that  a  5%  annual  depreciation 
percentage  for  the  subsidiary  companies  and  a  4%  depreciation 
percentage  for  the  New  England  Company  are  sufficient.     .     .     . 


REFERENCES 

RATES 

400— Rate  Theory. 

Gas  Rait;s  and  Electric  Rates  Compared,  Gas  Aqe,  2  pages,  April  1, 
1914,  p.  327. 

This  is  a  translation  of  an  article  by  Herr  Alzrecht,  published  in  the  Journal 
fur  Gesbeleuchtung,  January  17  and  24,  1914.  It  describes  German  practice  in 
regard  to  electric  and  gas  rate-making.  It  is  said  that  the  great  difference  between 
the  gas  rate  charge  systems  and  the  electric  power  charge  systems  seems  to  be  a 
matter  of  psychology.  The  wording  of  the  electric  rate  contracts  is  such  that  the 
consumer  is  under  the  impression  that  he  is  paying  the  abnormally  low  rate  from 
the  start,  while  in  reality  he  is  paying  the  standard  rate  at  first,  and  benefits  by  the 
low  rates  only  after  passing  a  certain  i)oint.  In  the  gas  rate  contracts  now  in  use 
the  consumer  feels  that  he  is  paying  the  standard  rate  for  a  certain  amount  and  the 
lower  amomit  only  by  using  a  certain  amount  of  gas  beyond  that  point.  As  a 
result  the  electric  interests  due  to  their  play  on  human  character  have  an  easier 
field  and  find  their  system  to  have  greater  publicity  results  than  the  gas  systems 
now  in  use.  It  seems  desirable  to  decrease  gas  rates  as  much  as  possible  with  the 
assurance  that  consumption  will  grow  and  that  profits  will  not  decrease  but 
increase. 

PUBLIC  SERVICE  REGULATION 

132— Protection  from  Competition. 

Competition  in  New  Jersey,  bv  William  J.  Norton.  Electrical  Re- 
vieiD,  6f  pages,  March  21,  1914,  and  March  28,  1914,  p.  538,  and  p.  623. 
Editorial  March  21,  1914,  p.  560. 

The  above  article  draws  attention  to  the  fact  that  the  Phillipsburg  case  (see 
4  Rate  Research  355)  is  the  only  instance  in  which  the  New  Jersey  Commission 
has  decided  in  favor  of  admitting  competition  and  that  the  decision  may  be 
criticized  in  the  light  of  the  Board's  former  rulings  on  the  question  of  competition 
in  the  public  utility  field  and  also  in  the  light  of  the  well  established  precedents 
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of  other  commissions.  There  is  a  comprehensive  resume  of  the  decisions  which 
have  been  handed  down  by  the  public  service  commissions  of  the  various  states, 
in  the  matter  of  protecting  established  utilities  against  unnecessary  competition. 
In  summary,  it  is  said  that  with  the  exception  of  the  California  Commission  the 
policy  appears  to  be  well  established,  and  generally  recognized,  that  where  the 
company  in  the  field  is  furnishing  or  can  be  required  to  furnish  adequate  service  at 
reasonable  rates  it  is  entitled  to  protection  from  competition  and  that  the  public 
interests  are  best  conserved  by  a  prevention  of  mmecessary  duplication.  The 
California  Commission  is  in  favor  of  protecting  a  company  giving  adequate  service 
at  reasonable  rates.  Its  policy  in  favor  or  admitting  competition  when  the 
established  company  is  delinquent  in  the  matter  of  rates  or  service  as  a  means  of 
penalizing  such  company  and  affording  a  warning  to  other  utilities  having  similar 
shortcomings  is  clearly  on  trial.  The  California  Commission  is  questioning  the 
wisdom  of  adhering  to  this  policy.  In  the  Phillipsburg  case  it  is  pointed  out  that 
according  to  the  company's  statement,  which  is  not  questioned  by  the  Board,  it 
will  be  in  a  position  to  furnish  adequate  service  in  eight  months.  The  Board 
objects  to  the  delay  and  authorizes  the  new  company  to  give  service,  granting 
eighteen  months  in  which  to  get  ready. 

The  editorial  states  that  in  the  Phillipsburg  case  the  New  Jersey  Commission  has 
openly  departed  from  the  very  soimd  doctrine  which  it  laid  down  in  its  early  cases. 
A  careful  reading  of  the  clauses  contained  in  the  decision  leads  one  to  believe  that 
this  decision  was  handed  down  against  the  better  judgment  of  the  Commission 
and  that  some  issue,  political  or  otherwise,  has  influenced  the  Commission  in 
making  such  a  reactionary  decision. 

261— Public  Service  Bills. 

Willis  Bill  to  Regulate  Public  Utilities  Introduced  in  Virginia. 

The  Isolated  Plant,  March,  1914,  f  page,  page  26. 

This  states  that  R.  H.  Willis,  Assemblyman  from  Roanoke  City,  Virginia,  has  in- 
troduced an  extremely  progressive  bill  calling  for  the  regulation  of  Virginia  Heat, 
Light,  Water  and  Power  Companies  by  the  State  Corporation  Commission.  It  is 
said  that  it  is  hoped  that  this  bill  will  be  as  satisfactory  in  its  operation  as  the 
control  of  railways  by  the  corporation  commission.  It  takes  the  control  of  such 
companies  entirely  out  of  the  hands  of  local  authorities,  except  where  the  utility  is 
owned  by  the  city  or  town  itself.     The  companies  are  thus  removed  from  politics. 

MUNICIPALITIES 

830— Public  Ownership. 

The  Municipal  Lighting  Plant.     Editorial,  Journal  of  Electricity, 

Power  and  Gas,  March  21,  1914,  p.  254. 

This  states  that  contrary  to  the  general  belief,  the  growth  of  municipal  lighting 
plants  is  not  so  great  as  to  furnish  fear  to  the  advocates  of  private  ownership  or  to 
produce  pleasure  to  those  who  think  public  ownership  preferable.  Consitloruig 
the  tremendous  growth  of  the  industry,  the  statistics  just  published  by  the  Bureau 
of  the  Census  show  that  relatively  little  progress  has  been  made. 
Sporadic  municipal  ownership  causing  a  temporary  disruption  of  the  present  order 
is  said  to  be  inevitable.  A  cause  of  this  is  that  the  rate  of  expansion,  due  to  the 
inventive  spirit  fostered  by  jH'ivate  ownership  has  been  so  rapid,  that  these  cor- 
porations have,  in  general,  failed  to  keep  the  public  fully  informetl  as  to  the  remark- 
able merit  of  the  service  rendered,  the  reasons  for  its  excellence,  the  tremendous 
cost  of  its  perfecting,  and  the  advantage  of  its  continuance.  And  because  they 
have  not  been  properly  informed,  these  publics,  swayed  momentarily  by  the 
opposite  idea,  assume  that  they  can  command  the  earth  to  stand  still  that  the 
sun's  rays  will  ever  shine  beneficently  on  them.  But  to  stand  still,  is  to  retro- 
grade. With  the  removal  of  private  ownership,  the  main  incentive  for  invention, 
improvement  and  progress,  it  becomes  but  a  question  of  time  before  its  advantages 
again  become  apparent.  Municipalities  then  discontiime  their  experiment  of 
public  ownership. 
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GENERAL 

980 — Public  Relations. 

The  Public  and  Public  Service  Corporations,  l)y  R.  F.  Pack.  Ad- 
dress given  before  the  Minneapolis  Electrical  Association,  March  18-20, 
1914. 

This  sums  up  briefly  the  history  of  electric  utilities,  the  need  of  their  having  a 
monopoly  in  the  field  they  serve,  and  the  relations  which  exist  between  the  public 
and  companies.  There  is  an  outline  of  the  duties  of  public  to  utility,  and  utility 
to  public.  It  is  suggested  that  if  utilities  adopt  a  broad  minded  and  fair  policy 
in  their  dealings  with  the  public,  and  endeavor  to  make  plain  the  many  intricate 
problems  connected  with  the  furnishing  of  such  service,  there  will  be  less  difficulty 
with  official  and  public  bodies,  and  with  customers. 

980— Public  Relations. 

Public  Policy  of  Public  Utility  Corporations,  by  S.  Waldo  Cole- 
man. Article  and  Editorial,  Journal  of  Electricity  Power  and  Gas, 
2\  pages,  March  7,  1914,  p.  204  and  p.  210. 

This  states  that  the  present  distrust  of  public  utility  corporations  is  due  to  the 
corporations'  failure  to  be  sufficiently  frank  with  the  public  concerning  their  busi- 
ness. It  is  said  that  due  to  this  secretiveness  there  has  come  a  world-wide 
tendency  to  hamper  such  corporations,  and  unfortimately  the  public  has  not  dif- 
ferentiated between  the  corporations  honestly  and  fairly  conducting  business,  and 
those  that  are  not.  It  has  resulted  in  making  it  difficult  for  public  utilities  to 
obtain  the  money  needed  to  make  necessary  improvements  and  extensions  which 
would  not  only  be  of  benefit  to  the  companies  and  their  customers,  but  also  to  the 
cities  served  by  the  companies.  As  is  well  known,  baiting  of  public  utility  corpor- 
ations has  been  common  practice  among  some  politicians.  In  order  that  public 
utilities  may  expand,  serve  new  sections  of  growing  communities  and  increase  the 
service  to  present  districts,  it  is  necessary  that  sufficient  capital  be  obtained,  and 
no  business  requires  as  large  an  amount  of  capital  in  proportion  to  gross  business 
as  the  public  utility  business  does.  Regulation  that  removes  all  incentive  for 
developing  and  expanding  on  the  part  of  the  utility  company,  results  in  a 
community's  being  poorly  served  and  its  growth  retarded. 

The  editorial  states  that  the  fact  that  the  public  do  not  appreciate  the  inherent 
difficulties  attending  the  operation  of  public  utilities  is  due  simply  to  the  fact  that 
they  have  not  been  told.  It  should  be  pointed  out  to  the  public  that  invention 
and  the  consecjuent  increased  efficiency  of  production  is  a  greater  factor  than 
regulation  in  the  reduction  of  rates. 

149 — Holding  Companies. 

The  Anti-Trust  Holding  Company  Bill,  Editorial,  Electrical  World, 
March  28,  1914,  p.  681. 

This  quotes  from  the  anti-holding  company  bill  to  show  that  as  the  bill  now  stands 
it  may  affect  many  companies  in  the  electrical  industry.  It  is  said  that  it  is  no 
comfort  to  officials  of  these  companies  to  reflect  that  the  bill  is  not  intended 
primarily  to  disrupt  their  organizations  but  is  directed  at  trade  operations  of  a 
wholly  different  character.  It  ought  to  be  possible  for  the  lawmakers  to  find 
legally  binding  language  to  restrict  the  law  to  the  abhorrent  practices  which  they 
seek  to  correct.  If  they  think  that  this  is  not  possible,  they  at  least  can  add  a 
clause  plainly  exempting  from  onerous  restrictions  the  class  of  public  utility 
properties  and  holding  companies  whose  practices  are  not  criticized. 
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COURT  DECISION  REFERENCES. 

226.2— Extension  of  Service. 

Palmer  et  al  v.  Railroad  Commission  of  California  et  al.  De- 
cision of  the  Supreme  Court  of  California.  January  20,  1914.  On 
Rehearing,  February  19,  1914.     138  Pacific  997. 

Various  citizens  of  San  Diego  County  were  refused  irrigation  service  by  the  South- 
ern California  Mountain  Water  Co.,  whose  pipe  lines  ran  one  mile  from  their  lands, 
unless  they  deposited  the  cost  of  the  necessary  line  extension.  Complaint  was 
made  to  the  Railroad  Commission  that  the  applicants  were  entitled  to  the  service, 
since  their  lands  were  included  in  the  places  designated  in  the  notices  of  appro- 
priation posted  by  the  company  as  the  "places  of  intended  use"  of  the  water 
claimed.  The  Railroad  Commission  dismissed  the  complaint,  and  the  Court 
affirms  the  Commission's  decision. 

129.3— Refusal  of  Service. 

Athens  Telephone  Co.  v.  City  of  Athens.  Decision  of  the  Court 
OF  Civil  Appeals  of  Texas.  Januarv  24,  1914.  Rehearing  Denied 
February  14,  1914.     163  South  western  "371.' 

In  this  case  the  telephone  company,  whose  franchise  required  it  to  furnish  tele- 
phone service  for  $1..50,  advanced  its  price  for  business  telephones  to  $2.50  per 
month,  and  denied  telephone  service  to  citizens  of  Athens  who  refuse  to  pay 
the  advanced  rentals.  This  decision  affirms  an  order  of  the  lower  court  en- 
joining the  advanced  rates  pending  full  investigation  of  the  matter. 

840 — Municipal  Operation. 

Asher  v.  City  of  Independence  et  al.  Decision  of  the  Kansas  City 
Court  of  Appeals.     January  5,  1914.     163  Southwestern  574. 

In  this  case  the  city  is  held  liable  for  injury  since,  in  spite  of  official  warning 
given  to  its  municipal  electric  department,  it  permitted  the  construction  of  a 
fire  escape  on  a  building  within  eight  or  ten  inches  of  a  live  wire  which  was  strung 
along  an  alley.  The  Court  says  "In  operation  of  a  public  utility  for  profit,  the 
city  was  not  acting  in  its  governmental  capacity,  but  was  subject  to  the  same 
rules  and  duties  as  would  have  governed  and  developed  upon  a  private  corpor- 
ation engaged  in  such  business.  .  .  .  The  city  had  no  right  to  string  a  deadly 
wire  so  close  to  the  building,  and  then  count  on  its  owner  either  abstaining  from 
the  free  exercise  of  a  lawful  property  right  or  giving  notice  of  a  purpose  to  exer- 
cise such  right." 
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149.1 — Stock  Ownership. 

Vencedor  Inv.  Co.  v.  Highland  Canal  &  Power  Co.  Decision  of  the 
Supreme  Court  of  Minnesota.  February  13,  1914.  145  Northwest- 
ern 611. 

This  holds  that  an  electric  company  is  a  manufacturing  concern.  Therefore  the 
stockholders  of  the  company  are  exempted  from  personal  liability  for  the  com- 
pany's debts,  under  Section  3,  Art.  10  of  the  State  Constitution  which  reads: 
"Each  stockholder  in  any  corporation,  excepting  those  organized  for  the  purpose 
of  carrying  on  any  kind  of  manufacturing  business,  shall  be  liable  to  the  amount 
of  stock  held  or  owned  by  him." 

We  therefore  hold  that  the  corporation  in  question  was  organized  for  the  exclu- 
sive purpose  of  manufacturing,  within  the  meaning  of  the  Constitution,  and 
that  the  stockholders  thereof  are  not  personally  liable  for  its  debts,  notwith- 
standing the  fact  that  it  is  also  a  public  service  corporation  and  clothed 
with  the  power  of  eminent  domain. 
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RATES 

FAMOUS  RATE  PAPERS— No.  4. 

HIGH  EFFICIENCY  LAMPS;  THEIR  EFFECT  ON  THE  COST 
OF   LIGHT   TO   THE   CENTRAL   STATION 

By  S.  E.  DoANE.  Read  before  the  National  Electric  Light  Association, 
St.  Louis,  Mo.,  May,  1910.  Proceedings  of  the  Thirty-third  Convention 
of  the  National  Electric  Light  Association,  pp.  152-170. 

(Note — Paragraph  headings  are  not  in  original.) 

In  beginning  this  paper  permit  me  to  acknowledge  my  indebtedness  to 
several  Central  Stations  who  have  freely  opened  their  books  to  us  and 
to  those  who  have  given  us  their  time  for  consultation  and  advice,  and 
to  Messrs.  Merrill,  Cooper  and  Eisenmenger  of  my  ,staf!"  for  working  up 
the  material. 

It  is  the  purpose  of  this  paper  to  discuss  briefly  the  effect  of  the  high 
efficiency  lamp  upon  the  cost  of  liglit  to  the  Central  Station  as  de- 
veloped by  our  experience,  observation  and  analysis. 
It  became  obvious  to  the  lamp  manufacturer  when  the  new  high 
efficiency  lamps  came  upon  the  market  that  there  were  many  prob- 
lems connected  with  their  use  concerning  which  we  should  have  in- 
formation. These  lamps  were  so  much  more  efficient  than  any  with 
which  we  had  had  experience,  that  there  was  no  basis  from  which  it 
was  possible  to  determine  just  what  course  to  follow  in  placing  the 
new  lamps  before  the  lighting  industry  and  the  public. 

Under  such  circumstances  our  only  recourse  was  to  determine  the 
best  policy  to  follow  from  a  careful  analysis  and  study  of  the  condi- 
tions under  which  the  lamps  were  to  be  employed. 

The  author  of  this  paper  consulted  Central  Station  men  of  much  ex- 
perience from  all  parts  of  the  country  who  operate  all  types  of  sta- 
tions. A  number  of  the  men  of  the  author's  staff  have  been  em- 
ployed for  a  period  of  over  two  years  collecting  and  working  up 
statistics  and  data  from  all  available  sources. 

490— History  and  Development  of  Electric  Rate  Theory. 

It  is  most  surprising  to  find  that  although  a  great  many  papers 
have  been  written  in  the  last  twenty  years  on  this  subject  and  de- 
rived questions,  practically  the  only  statistical  information  which  is 
available  for  independent  discussion  is  to  be  found  in  the  reports  of 
the  United  States  census  and  in  the  reports  of  the  various  state  com- 
missions. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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These  figures  are  not  given  in  such  detail  that  they  can  be  under- 
stood without  further  detailed  knowledge  of  the  business  itself, 
consequently  it  is  through  the  assistance  of  the  Central  Stations, 
who  have  freely  opened  their  books  to  us  and  to  others  expert  in  the 
industry,  that  we  are  able  to  make  such  detailed  analysis  as  we  take 
pleasure  in  presenting  to  you  today. 

Among  all  the  papers,  articles,  discussions,  etc.,  the  contributions  of 
two  men  who  have  been  recognized  as  pioneers  in  the  discussion  of 
certain  fundamental  features  of  the  subject,  stand  out  1iy  themselves. 
Practically  all  of  the  contributions  other  than  those  of  these  two 
men  have  dealt  with  details  of  the  broad  plan  of  cost  analysis  pro- 
posed by  one  or  the  other,  or  ])ot]i. 

Few  of  the  papers  published  within  the  last  twenty  years  have  been 
based  upon  a  fundamental  cost  analysis,  but  rather  upon  the  effect 
on  the  customer,  etc.*  It  is  not  possible  to  give  due  credit  to  the 
numerous  authors  whose  thoughts  and  opinions  we  have  studied  with 
both  pleasure  and  profit,  and  I  trust  you  will  understand  that  it  is 
not  my  purpose  or  desire  in  presenting  these  figures  to  under-rate 
for  a  moment  the  stupendous  amount  of  work  which  has  already  been 
done  on  this  subject. 

510— Forms  of  Rates. 

Dr.  John  Hopkinson,  F.  R.  S.,  in  the  presentation  of  his  presidential 
address  on  the  "Cost  of  Electric  Supply,"  delivered  before  the 
Junior  Engineering  Society  in  London  in  1892,  succeeded  in  estab- 
lishing a  broad  principle  which,  if  it  had  been  recognized  to  any 
extent  previously,  had  never  before  been  presented  to  tlie  public  in 
such  an  authoritative  or  conclusive  manner  that  it  was  recognized 
and  accepted  by  tiie  industry  as  a  whole.  Dr.  Hopkinson  divided 
cost  into  fixed  and  operating  classifications,  which  division  is  uni- 
versally recognized  and  conceded  today  to  be  correct. 

Mr.  Doherty,  in  1900,  in  a  paper  before  this  association,  presented 
the  same  idea,  having  worked  it  up  independently,  but  ^Ir.  Doherty 
proceeded  to  further  divide  the  fixed  costs,  showing  that  it  was  not 
proper  to  apportion  them  entirely  by  tlie  customer's  maximum 
demand. 

Inasmuch  as  ]\lr.  Doherty  absolutely  and  completely  recognizes  Dr. 
Hopkinson 's  division  of  costs  into  fixed  costs  and  operating  costs, 
])ut  goes  further,  in  that  he  separates  the  fixed  cost  into  two  sub- 

*It  is  rather  interestiriK  to  trace  the  relative  amount  of  attention  given  to  the  rate  question  during  a  number 
cf  years,  by  noting  the  number  of  references  hsted  on  the  subject  in  tlie  Engineering  Index.  From  1S<.)2  to 
1897,  six  references  were  made  to  articles  on  rates  appearing  in  American  publications.  About  this  time 
the  Wright  maximum  demand  system  of  charging  awakened  considerable  interest,  as  we  find  that  in  1898 
six  references  were  made  to  articles  on  rates,  five  in  the  succeeding  year,  three  in  191)11,  and  four  in  1901. 
Then  for  a  period  of  four  years  but  two  references  were  made  each  year  until  19l)ti,  wlien  interest  in  the 
question  seems  to  have  subsided  still  more,  as  but  one  reference  was  made.  The  advent  of  the  high 
efficiency  lamp,  and  the  fact  that  it  was  becoming  a  commercial  factor,  may  liave  been  the  cause  for  a 
revival  of  interest  in  regard  to  methods  of  charging,  for  in  1907,  five  references  to  the  subject  were  made, 
five  in  1908,  and  four  in  1909.  The  reference  to  tariffs  and  rates  in  foreign  magazines  shows  a  similar  awaken- 
ing of  interest  al)road  within  the  last  four  or  fi\'e  years,  the  number  of  references  on  the  subject,  from  1892 
to  and  including  190t),  being  l)ul  eleven,  while  the  next  three  years  showed  a  total  of  .sixteen.  -Mtogether, 
.seventy-four  references  are  made,  showing  that  considerable  attention  has  been  given  to  the  subject  of 
proper  rates,  tariffs  or  charges  for  the  Central  Station  service. 
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divisions,  it  is  o])vious  that  if  we  attempt  our  cost  analysis  on  the 
])asis  suggested  by  iMr.  Doherty,  that  it  is  entirely  possible  for  us 
to  view  it  from  the  standpoint  suggested  by  Dr.  Hopkinson  by  com- 
bining the  two  divisions  of  the  tixed  obst,  whereas  the  contrary  is 
not  true,  consequently  throughout  this  paper  we  have  proceeded 
along  the  lines  indicated  by  Mr.  Doheky  with  the  expectation  that 
the  paper  will  be  of  equal  value  from/  either  the  Hopkinson  or  Do- 
herty standpoint. 

410— Cost  of  Service. 

In  discussing  the  eflt'ect  of  the  high  efficiency  lamp  on  Central  Sta- 
tion costs,  let  us  first  agree  upon  the  premises  on  which  we  base  our 
analysis  and  argument. 

First.  Let  us  agree  that  our  discussion  is  limited  to  the  lighting  load. 
Second.  Let  us  agree  that  in  order  to  obtain  a  fair  average  and  to 
include  the  yearly  mid-winter  peak,  our  analysis  must  cover  a  period 
of  at  least  one  year. 

Third.  Let  us  agree  that  the  average  equipment  in  the  country  as  a 
whole  must  be  considered  to  be  not  excessive  for  the  maximum  de- 
mand, from  the  standpoint  of  a  cost  analysis. 

Fourth.  Let  us  agree  that  every  item  of  out-go,  including  divi- 
dends, interest,  depreciation,  obsolescence,  and  all  losses,  are  as  much 
items  of  cost  as  the  usual  items  of  coal,  labor,  etc. 
As  a  basis  for  the  discussion  which  is  to  follow,  I  wish  to  present 
the  results  of  a  careful  cost  analysis  of  a  number  of  Central  Sta- 
tions, which  is  summarized  in  Table  1.  In  this  table  four  separate 
cases,  designated  as  "a,"  "h,"  "'c,"  and  " d"  are  shown,  together 
with  their  weighted  average. 

In  the  following  table,  "a"  represents  a  large  Central  Station  giving 
free  renewals,  "h"  represents  another  large  Central  Station  oper- 
ating under  considerably  different  conditions,  but  also  giving  free 
renewals,  " c"  and  " d"  represent  the  average  conditions  of  a  num- 
ber of  small  Central  Stations.  There  are  about  70  Central  Stations 
in  the  East,  represented  in  "c,"  and  about  40  in  the  West  in  "Ul." 
We  have  analyzed  the  figures  of  Central  Stations  of  lesser  size  than 
the  two  large  ones  indicated  by  items  "a"  and  "h,"  and  of  greater 
size  than  those  indicated  by  items  "c"  and  "d."  The  figures  are 
not  of  interest  excepting  to  confirm  the  findings  in  the  table. 

The  percentage  distribution  of  the  total  cost  under  the  items  "Gen- 
eral Expense,"  "Distributing  Expense,"  "Generating  Expense," 
etc.,  is  shown  separately  for  each  of  the  four  cases  represented  in 
the  column  headed  "%  of  total  Station  Expense."  Each  of  these 
items  has  been  further  anal.yzed  and  distributed  by  percentage  under 
one  or  more  of  the  headings  as  shown  in  the  last  three  columns  of 
Table  I.  The  portion  of  each  item  charged  to  "Output"  represents 
the  relative  proportion  of  the  cost  which  depends  upon  the  number 
of  kw.-hrs.  generated.  The  portion  charged  to  "Demand"  repre- 
sents the  relative  proportion  of  the  cost  which  depends  upon  the 
capacity  of  the  station,  which  in  turn  depends  upon  the  "Demand." 
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The  portion  charged  to  "Consumers"  represents  the  relative  propor- 
tion of  the  cost  which  depends  upon  the  number  of  consumers  con- 
nected and  served.  The  analyses  were  actually  carried  out  in  con- 
siderably greater  detail  as  to  the  items  of  expense  considered,  but 
have  been  grouped  under  a  few  general  heads  in  Table  I  in  order  to 
present  the  results  in  a  simple  form. 


411 — Apportionment  of  Expense. 


TABLE  1 
Central  Station  Cost  Analysis 


Item 

General 
Expense 


Distributing 
Expense 


Generating 
Expense 


Taxes    and 
Insurance 


Depreciation 


Interest  and 
Dividends 


Total . 


a 
h 
c 

d 

Weighted 

average 

a 

b 

c 

d 

Weighted 

average 

a 

h 

c 

d 

Weighted 

average 

a 

6 

c 

d 

Weighted 

average 

a 

b 

c 

d 

Weighted 

average 

a 

b 

c 

d 

Weighted 

average 

a 

b 

c 

d 
Weighted 


%  of  Total 
Station  Expense 
12.7 
14.5 
10.2 
10.9 

12.0 
15.2 

&.7 
17.8 
12.8 

14.4 
13.4 
17.7 
32.1 
32.3 

23.9 

8.1 
10.9 

6.8 

4.4 

7.8 
11.6 
11.5 

9.0 

6.0 

9.8 
39.0 
35.7 
24.1 
33.6 

32.1 
100.0 
100.0 
100.0 
100.0 

100.0 


Output 


50.2 
44.7 
50.6 
31.8 

47.0 
80.7 
74.6 
70.3 
67.9 

72.0 


13.1 

27.2 

20.4 

8.9 

19.7 
23.5 
27.2 
37!9 

28.9 

30.3 


% 

Item  Proportional  to 

At 

Demand 

Consumers 

75.4 

24.6 

71.0 

29.0 

82.8 

17.2 

80.0 

20.0 

76.9 

23.1 

26.4 

23.4 

21.4 

33.9 

24.7 

24.7 

56.9 

11.3 

28.9 

24.1 

19.3 

•  .    •    • 

25.4 

•  .    •   . 

29.7 

■  •    •    > 

32.1 



28.0 

80.0 

20.0 

86.2 

13.8 

85.9 

14.1 

80.0 

20.0 

84.0 

16.0 

80.0 

20.0 

79.5 

20.5 

85.9 

14.1 

80.0 

20.0 

81.8 

18.2 

68.1 

18.8 

55.1 

17.7 

61.4 

12.2 

73.7 

17^4 

63.7 

16.6 

58.5 

18.0 

55.1 

•    17.7 

50.8 

11.3 

59.5 

11.5 

55.1 


"a"  Represents  a  large  Central  Station  giving  free  renewals, 
"b"  Represents  a.  large  Central  Station  giving  free  renewals, 
"c"  Represents  the  average  of  about  70  Stations  in  the  East. 
"d"  Represents  the  average  of  about  40  Stations  in  the  West. 
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In  preparing  the  foregoing  table,  each  item  of  cost  has  been  care- 
fully considered  and  has  been  listed  under  fixed  cost  or  operating 
cost,  or  has  been  divided  and  part  listed  under  one  head  and  part 
under  the  other.  The  fixed  costs  have  been  divided  into  two  sub- 
divisions, one  of  which  we  call  the  "Demand  Cost,"  the  other  the 
"Consumer's  Cost."  After  a  proper  allowance  for  the  diversity 
factor,  this  demand  cost,  expressed  as  a  fixed  charge  per  kw.  of  max- 
imum demand,  indicates,  in  our  judgment,  the  amount  which  would 
properly  cover  the  cost  involved  in  supplying  the  maximum  demand. 
This  cost  is  one  of  the  two  components  which  go  to  make  up  the 
total  fixed  cost.  It  may  be  claimed  that  this  demand  cost  is  not  the 
same  per  kw.  of  maximum  demand  for  all  sizes  and  classes  of  cus- 
tomers. The  advocates  of  this  view  tend  to  increase  the  demand  cost 
per  kw.  of  demand  to  the  small  customer,  consequently  any  conces- 
sion to  this  view  magnifies  this  feature  of  the  cost  analysis  for  cus- 
tomers of  the  average  size,  and  smaller  customers. 

411.1 — Customer  Charges. 

The  customer's  component  of  the  fixed  cost,  for  the  average  cus- 
tomer, is  a  cost  which  an  individual  customer  causes,  whether  or  not 
he  actually  consumes  any  current.  It  will  be  claimed  that  this  cus- 
tomer's cost  is  also  not  fixed.  The  tendency  in  supporting  such  a 
claim  is  to  decrease  somewhat  such  cost  for  a  small  customer. 
It  is  not  possible,  within  the  confines  of  one  paper,  to  discuss  these 
features  in  detail,  in  fact,  a  more  extended  investigation  and  more 
data  is  necessar3^ 

"We  applied  the  following  rules  to  determine  these  cost  divisions: 
If  an  analysis  of  any  item  showed  that  an  increase  of  100%  in  the 
number  of  customers,  w-ithout  the  total  output  or  total  demand  neces- 
sarily being  increased,  would  presumably  double  the  expense,  such 
we  will  say  as  in  the  reading  of  meters,  we  would  class  that  item  as 
an  expense  which  varied  directly  with  the  number  of  customers, 
that  is,  it  would  be  100%  consumers'  expense. 

If  a  particular  item  of  cost  would  be  doubled  with  an  increase  of 
100%  in  the  capacity  of  the  plant,  even  though  the  number  of  cus- 
tomers remained  the  same,  we  would  put  that  item  in  the  class  which 
varied  directly  with  the  demand. 

411.3— Energy  or  Output  Charges. 

In  a  similar  way,  items  would  be  classified  under  output. 
An  analytical  separation  of  these  costs  develops  curious  conditions. 
For  illustration,  the  coal  consumed  in  the  station  does  not  vary  di- 
rectly with  the  output.  It  depends  in  part  upon  the  maximum  de- 
mand. It  takes  more  coal  to  supply  a  given  number  of  kw.-hrs. 
with  a  high  demand  or  peak  than  with  a  low  one.  This  shows  that 
we  must  put  a  portion  of  the  cost  of  coal  under  the  demand  cost  and 
a  portion  under  the  output  cost. 

There  are  many  other  fixed  and  operating  costs  which  do  not  fall 
entirely  under  any  single  one  of  these  three  general   divisions  of 
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cost.  As  a  further  example,  an  actual  destruction  of  transformers 
or  apparatus  in  service  could  not  be  said  to  vary  with  demand,  but 
is  rather  a  profit  and  loss  matter.  Losses  through  floods  or  other 
losses  of  such  general  character,  even  though  they  be  costs  of  repair 
of  generating  apparatus,  which  it  would  seem  might  belong  to  de- 
mand cost,  might  really  have  to  be  distributed  as  a  loss  and  hence  be 
considered  as  a  negative  profit  and  be  applied  to  all  three  divisions 
of  cost. 

There  is  another  phase  of  the  matter.  Invested  capital  may  be  so 
applied  in  anticipation  of  future  needs  that  the  cost  of  an  item  for 
double  the  service  now  being  rendered  need  not  necessarily  be  double 
the  present  cost.  A  building  which  at  present  is  not  being  utilized 
to  its  full  extent  would  arbitrarily  place  a  higher  charge  against  a 
certain  division  of  cost  than  at  first  thought  would  seem  to  be  justi- 
fied. It  might  be  shown,  however,  that  had  the  building  been  built 
the  exact  size  when  the  plant  was  first  constructed  that  further  con- 
struction would  have  been  so  expensive  that  when  the  proposed  ca- 
pacity of  the  larger  building  would  have  been  reached  in  this  man- 
ner that  the  larger  building  was  much  the  cheaper,  counting  all  the 
interest,  additional  charges,  taxes,  etc. 

There  are  many  vexing  questions  of  this  character  and  there  is  much 
opportunity  for  extended  consideration  of  this  broad  question  of 
cost  when  once  the  basic  principles  shall  have  been  firmly  established 
by  usage.  These  questions  of  detail,  however,  are  not  usually  of 
sufficient  magnitude  to  affect  our  broad  deductions  appreciably. 

Many  of  these  questions  arise  when  one  begins  to  consider  the  classi- 
fications of  the  fixed  costs  or  charges.  These  classifications  require 
the  inclusion  of  some  charges  along  with  those  which  are  really  fixed, 
which  are  not  generally  considered  as  fixed  charges.  There  are 
many  general  office  charges  and  some  station  costs,  such  as  in  the 
class  of  the  supervisory  and  technical  salaries,  etc.,  etc.,  which  are 
fixed  from  the  standpoint  of  a  going  concern,  but  which  might  dis- 
appear or  be  reduced  in  case  such  a  concern  was  purchased  by  an- 
other. 

As  we  go  further  into  this  subject,  the  extreme  importance  of  the 
consumer's  cost,  especially  in  the  case  of  the  small  consumer,  must 
be  conceded,  and,  consequently,  we  have  distributed  these  costs  with 
extreme  care. 

We  believe  that  the  percentages  we  give  in  the  table  are  conserva- 
tive and  that  they  indicate,  at  least,  the  nominal  cost  at  which  a  new 
customer  can  be  added  to  the  system  on  the  present  basis. 

"We  must  concede  that  every  customer,  no  matter  how  small,  must 
have  a  pair  of  wires  and  necessary  poles,  fixtures,  conduits,  etc.,  to 
bring  the  wires  to  his  premises.  We  must  concede  that  he  must  have 
a  meter  or  some  current  limiting  device  and  that  he  must  demand 
some  attention  in  the  M^ay  of  meter  reading,  inspection,  billing,  etc., 
etc.     Consequently,  we  must  all  agree  that  any  given  customer,  as 
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pointed  out  by  Mr.  Doherty,  costs  the  Central  Station  some  definite 
minimum  amonnt  per  year  or  average  month,  even  though  it  may  be 
that  he  uses  no  current  whatever. 

The  three  divisions  of  costs,  indicated  above,  are  commonly  referred 
to  as  the  "Demand  Cost,"  the  "Consumer's  Cost"  and  the  "Output 
Cost,"  and  in  analyzing  costs  of  rendering  service  and  energy  to 
individual  consumers,  are  conveniently  expressed  as  unit  costs  in 
terms  of  kw.  of  maximum  demand  (or  equivalent  unit,  such  as  floor 
space  illuminated  or  light  delivered),  the  customer,  and  the  kw.-hr., 
respectively. 

It  is  a  matter  of  much  interest  to  discover  that,  although  individual 
cases  differ  from  each  other,  the  differences  are  largely  cancelled  in 
the  final  summary.  The  station  which  has  a  large  distribution  net- 
work, and  a  few  customers,  will  probably  have  a  relatively  large 
cost  per  consumer.  The  plant  which  operates  with  water  power  or 
whose  investment  is  large  for  physical  reasons,  would  have  a  large 
demand  cost.  Either  or  both  of  these  cases  may  be  warranted  by  a 
very  low  kw.-hr.  cost  due  to  the  use  of  cheap  coal  or  water  power,  etc. 
The  two  large  Central  Stations  mentioned  in  items  ^'a"  and  "&"  of 
the  table  have  rather  large  average  customers.  Their  average  cus- 
tomers consume  about  3.6  and  2.3  kw.,  respectively,  at  the  time  of 
maximum  demand. 

The  Massachusetts  Commission  report  would  indicate  that  the  aver- 
age customer  of  ^Massachusetts  consumes  about  1.5  kw.  at  the  time  of 
maximum  demand.  The  Wisconsin  Commission  report  would  indi- 
cate 1.8  kw.  as  the  average  maximum  demand. 

The  average  customer  referred  to  in  ]\Ir.  Lloyd's  paper  read  before 
this  association  a  year  ago  shows  that  the  lighting  customers  he  con- 
sidered consumed  about  0.7  kw.  at  the  time  of  maximum  demand. 
We  understand,  of  course,  that  ]\Ir.  Lloyd  does  not  mean  that  this 
is  the  average  size  of  the  Chicago  consumer,  but  is  only  the  average 
of  the  particular  classes  which  he  discussed.  ]Mr.  Lloyd's  discus- 
sion before  this  association  meeting  last  year,  also  showed  the  load 
factor  to  vary  from  5  to  26%.  Our  observations  would  tend  to  con- 
firm these  figures  and  our  further  analysis  indicates  that  11%  is 
about  the  right  load  factor  to  apply  to  the  average  consumer.  We 
have  also  assumed  that  a  load  factor  of  7%  may  represent  a  short 
hour  user  and  a  load  factor  of  20%  a  long  hour  consumer. 

The  term  "load  factor"  in  this  connection  is  used  to  mean  the  per- 
centage which  the  actual  kw.-hrs.  consumed  in  a  year  bears  to  the 
total  num])er  of  hours  in  a  year,  namely,  8760  times  the  maximum 
demand. 

So  much  for  the  facts. 

628 — Lamp  EflBciency. 

Let  us  now^  discuss  the  effect  of  the  high  efficiency  lamps  on  the 
cost  of  serving  the  Central  Station  average  customer,  after  which  we 
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will  consider  the  effect  of  the  high  efficiency  lamps  in  serving  larger 
and  smaller  customers  with  larger  and  smaller  load  factors. 

With  the  figures  in  the  foregoing  portion  of  this  paper  as  a  basis, 
we  have  plotted  some  diagrams  which  show  the  effect  of  the  adoption 
of  the  high  efficiency  lamps  by  a  customer  of  1.6  kw.  maximum  de- 
mand and  11%  load  factor.     (See  Fig.  1.) 

"We  have  chosen  to  graphically  represent  the  relative  distribution  of 
the  three  items  of  cost  entering  into  the  cost  of  serving  the  indi- 
vidual consumer  under  various  conditions  by  rectangles  divided  into 
three  parts,  which  show,  according  to  the  relative  size  of  the  parts, 
the  magnitude  of  the  several  items  of  cost. 

The  fixed  customer's  cost  is  indicated  by  the  letter  "c."  The 
total  demand  cost  for  1.6  kw.  maximum  is  indicated  by  the  letter 
"d"  and  the  total  cost  of  the  kw.-hrs.  actually  consumed  is  repre- 
sented by  the  letter  "o."  In  this  chosen  representation  " c"  is 
14.6%  of  the  total,  ''cV  is  55.1%,  and  " o"  is  30.3%  of  the  total. 
This,  you  will  note,  represents  the  average  figures  obtained  from 
the  foregoing  tabulated  analysis. 

/^e/at/ve  Cost  of  Prcc/c/c//7(^ 


Carbo/f 


7c'/7(^.steA7 


{//imate  Cast 
z>  o 


Co/rsi/fifer  Celt 


2)emanc(Cost 


Fig.  1 


Vt/f/:>uf  Cost 


The  first  single  rectangle  in  Fig.  1  represents  the  cost  of  the 
average  consumer,  which  we  have  assumed  to  have  1.6  kw.  maximum 
demand  and  a  load  factor  of  11%.    Let  us  assume  now  for  a  moment 
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that  this  average  customer  changed  to  some  one  of  three  high  effi- 
ciency lamps,  and  obtained  tlie  same  amount  of  light  as  before.  The 
result  is  shown  in  the  middle  group  of  diagrams  in  which  the  longest 
parallelogram  shows  the  effect  on  the  cost  of  the  adoption  of  the 
Gem  lamp,  the  next  the  Tantulum  lamp,  and  the  third,  the  high 
class  Tungsten  filament  lamp.  You  will  note  that  without  adding 
any  new  customers,  the  Central  Station  is  unable  to  reduce  the  de- 
mand cost,  which  is  charged  against  the  customer,  and  that  the  sole 
reduction  is  therefore  due  to  the  reduction  in  the  number  of  kw-hrs. 
required  to  produce  the  same  amount  of  light  in  a  more  efficient 
manner. 

In  the  illustration  before  you,  the  immediate  reduction  of  cost  due 
to  the  adoption  of  the  Gem  lamp  is  8.7%,  the  reduction  due  to  the 
adoption  of  the  Tantalum  lamps  is  13%,  and  the  reduction  due  to 
the  adoption  of  the  high  class  Tungsten  filament  lamp  is  19.5%.  It 
is  evident,  therefore,  that  even  though  the  consumer's  consumption 
of  energy  is  reduced  two  thirds,  the  cost  of  light  is  only  reduced  by 
two  thirds  of  that  portion  of  the  cost  which  varies  with  the  kw-hrs. 
The  total  cost  reduction  is,  therefore,  only  about  20%  instead  of 
60%. 

In  all  these  assumptions  the  renewal  cost  of  the  lamp  has  not  been 
considered  to  have  increased,  since  it  is  believed  that  the  general 
practice  of  Central  Stations  everywhere  is  to  charge  the  difference 
between  the  cost  of  the  carbon  lamp  and  high  efficiency  lamps  to 
the  customers  and  as  this  cost  of  light  is  being  considered  from  the 
standpoint  of  the  Central  Station,  the  cost  of  renewal  does  not 
figure  therein. 

In  the  same  diagram  the  lowest  group  composed  of  the  three  short 
rectangles  shows  what  happens  when  the  station  has  added  enough 
customers  to  entirely  utilize  its  output  after  every  customer  has 
been  changed  to  high  efficiency  lamps.  This  shows  that  by  the 
adoption  of  the  high  class  Tungsten  filament  lamp  the  cost  of  pro- 
ducing light  for  the  average  consumer  is  reduced  55%. 


REFERENCES 
RATES 

552 — Renewals. 

HoLYOKE  Municipal  Plant  Drops  Free  Lamp  Renewals.  Electrical 
Review,  1  /6  page,  April  11,  1914,  p.  719. 

This  states  that  the  lighting  department  of  the  city  of  Holyoke,  Massachusetts, 
has  discontinued  free  renewals  of  all  incandescent  lamps,  and  will  hereafter  sell 
them  to  users  at  cost.  It  has  been  the  practice  to  renew  carbon  filament  lamps 
free,  but  to  charge  for  tungstens.  It  is  held  that  the  effect  of  the  change  is  likely 
to  be  to  stimulate  the  use  of  the  newer  and  more  efficient  type  of  lamps,  and  to 
rapidly  eliminate  the  carbon  lamps. 
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INVESTMENT  AND  RETURN 

360 — Depreciation. 

The  "Cost  of  Progress"  and  the  "Profit  of  Progress"  in  the 

Telephone  Field.     Editorial,   Engineering  and  Contracting,   April  8, 

1914,  p.  403. 

This  comments  upon  the  extremely  short  life  of  a  telephone  plant,  due  to  functional 
depreciation.  It  is  pointed  out  that  the  "cost  of  progress"  in  the  entire  electrical 
industry  has  been  enormous;  but  that  the  profit  of  progress  always  exceeds  the 
"cost  of  progress,"  else  the  engineers  and  business  men  in  charge  of  public  utilities 
would  not  order  the  frequent  renewals  and  changes  in  plant.  The  criterion  that 
an  engineer  applies  is  always  this:  A  change  in  plant  is  economic  when  the  new 
plant  can  be  so  operated  that  its  annual  cost  per  unit  of  saleable  product,  including 
therein  the  interest  on  the  abandoned  plant,  is  less  than  the  present  annual  cost. 
If  this  criterion  were  to  lead  to  writing  off  nothing  from  the  plant  account  for 
abandoned  plant,  it  would  result  eventually  in  overloading  the  plant  account  to 
such  a  degree  that  new  capital  entering  the  same  field  could  produce  the  most 
modem  plant  at  much  less  cost  than  the  capital  account  of  an  old  compan^^  Hence 
it  is  that  abandoned  plant  should  be  charged  off,  so  as  to  leave  the  capital  account 
loaded  only  with  the  cost  of  the  modern  existing  plant.  This  bookkeeping  proc- 
ess, however,  should  not  obscure  the  fact  that  the  annual  saving  effected  by  a 
new  device  yields,  when  divided  by  the  annual  interest  rate,  a  sum  that  more  than 
equals  the  original  cost  of  the  abandoned  plant.  In  short,  the  profit  of  progress 
exceeds  the  cost  of  progress.  Relatively  old  as  this  principle  is,  repetition  of  it 
should  not  be  without  value,  for  there  is  a  tendency  to  ignore  the  claims  of  public 
utility  companies  for  liberal  depreciation  reserves. 

300 — Investment  and  Return. 

Decision  of  the  Court  of  Appeals  in  the  Kings  County  Lighting 
Company  Case,  by  William  J.  Norton.  Article  and  Editorial,  Elec- 
trical Review,  3  pages,  April  11,  1914,  p.  729,  and  p.  711. 

This  gives  the  history  of  this  case,  and  the  decision  of  the  New  York  Court  of 
Appeals  (see  5  Rate  Research  19).  The  editorial  discusses  the  importance  of 
the  holdings  on  going  value,  appreciation,  and  paving  over  mains;  and  draws 
attention  to  the  fact  that  the  court's  definition  of  going  value  agrees  with  that 
followed  by  the  Wisconsin  Railroad  Commission,  whose  view  makes  going  value 
represent  the  losses  during  the  period  of  development  of  the  business  due  to  the 
income  not  being  sufficient  to  provide  a  fair  return  to  the  investors  upon  the  in- 
vestedcapital. 

PUBLIC  SERVICE  REGULATION 

224— Rate  Regulation. 

^eventy-Cent  Gas  Case  Abandoned  by  the  City:     Politicians  Use 

Public   Utility   Issues   to  Secure   Election   to   Office.     Weber^s 

Weekly,  4  pages,  April  11,  1914. 

This  gives  facts,  dates  and  figures,  showing  how  fixing  the  price  of  gas  in  Chicago 
has  been  used  as  a  political  issue.  An  outline  is  given  of  the  Harrison  campaign 
of  1911,  when  the  mayor  and  various  aldermanic  candidates  were  elected  on  a 
70-cent  gas  pledge — a  pledge  made  wholly  without  investigation  of  the  economic 
and  legal  practicability  of  fulfilling  it.  Attention  is  drawn  to  the  fact  that  the 
action  subsequently  taken  by  the  city  to  carry  out  this  pledge,  was  based  solely 
on  the  Bemis  report;  and  that  the  Bemis  report  was  based  solely  on  the  figures 
brought  out  by  Hagenah,  who  held  that  70  cents  was  a  confiscatory  rate.  It  is 
pointed  out  that  this  expert  investigation  cost  the  city  tens  of  thousands  of  dollars; 
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and  that  Professor  Bemis  has  now  given  out  the  opinion  that  on  account  of  the  in- 
creased cost  of  oil,  "a  further  consideration  of  the  rates  prescribed"  in  the  ordi- 
nance is  inadvisable.  The  city  law  department  has  recommended  that  the  matter 
be  dropped,  because  of  Professor  Bemis'  opinion,  that  action  is  advisable*,  and  be- 
catise  the  appointment  of  the  Public  Utilities  Commission  makes  the  city's  juris- 
diction in  the  matter  doubtful. 

211 — Qualifications  and  Appointments. 

The  New  York  Commissioners.  Editorial,  Electrical  World,  April  4, 
1914,  p.  741. 

This  states  tha'v  the  Public  Service  Commission  appointments  of  Governor  Glynn, 
of  New  York,  are  greatly  to  be  regretted.  This  is  not  a  reflection  upon  the 
appointees,  who  may  be  estimable  incumbents  of  other  offices,  and  of  wide  use- 
fulness in  other  spheres  of  life.  It  is  a  criticism  of  the  Governor  for  his  choice 
of  men  to  fill  positions  in  which  there  is  special  need  of  aptitude  for  the  duties  to 
be  performetl.  The  appointments  are  of  as  much  concern  and  regret  from  the 
corporation  standpoint  as  from  the  public  standpoint,  .\nything  that  lessens 
the  efficiency  of  regulation  discredits  the  whole  policy  of  state  regulation.  It  is 
the  policy  of  state  regulation  on  which  the  companies  must  depend  for  a  fair 
settlement  of  their  serious  problems.  If  state  regulation  is  a  failure,  the  alternative 
will  be  public  ownership  and  operation,  with  even  greater  failure. 

200 — Public  Service  Regulation. 

Byllesby  on  Public  Service  Commissions,  Competition  and  Hold- 
ing Companies.     Electrical  Review,  1  page,  April  11,  1914,  p.  738. 

This  discusses  the  recent  report  of  President  H.  M.  Byllesby,  of  the  Standard  Gas 
and  Electric  Company,  to  the  Stockholders,  for  the  year  191.3.  Public  service 
regulation  is  referred  to  favorably.  It  is  said  that  commissions  approach  the 
problems  of  public  utility  corporations  with  an  increasingly  fair-minded  attitude, 
and  a  desire  to  do  justice  to  all  parties,  and  that  as  their  knowledge  of  the  services 
rendered,  and  the  problems  encountered  increases,  their  attitude  is  becoming 
more  favorable  to  the  proper  protection  of  these  interests.  It  is  unfortunate  that 
in  many  cases  the  laws  under  which  these  commissions  are  established,  are  too 
narrow  in  their  scope  and  unnecessarily  limit  and  hamper  the  jurisdiction  and 
activity  of  these  bodies,  but  as  the  great  benefits  of  the  work  undertaken  and 
carried  through  by  these  commissions  is  more  fully  realized,  it  is  to  be  hoped 
that  there  will  be  shown  a  disposition  by  the  law-making  bodies  to  e.xtend  rather 
than  restrict  the  jurisdiction  of  the  commission.  The  favorable  effect  of  stock 
and  bond,  and  rate  regulation,  is  especially  referred  to.  It  is  said  that  holding 
companies  in  the  utility  field  have  so  thoroughly  demonstrated  their  great  ad- 
vantages in  the  way  of  economical  management  and  facilities  for  financing  over 
those  possessed  by  isolated  local  utility  companies,  that  it  is  hardly  within  the 
realm  of  possibilities  that  any  serious  attack  will  ever  be  made  upon  them. 

200 — Public  Service  Regulation. 

Will  Regulation  by  Commissions  Survive?  Editorial,  Electrical 
Review,  April  11,   1914,  p.  710. 

This  traces  the  growth  of  commissions,  as  the  best  method  of  regidating  public 
utilities.  Comment  is  made  upon  the  immense  pressure  that  is  being  brought 
to  bear  upon  the  Interstate  Commerce  Commission,  in  the  freight  rates  case,  by 
various  organizations,  newspapers,  etc.  It  is  said  that  any  such  attempt  to  thus 
influence  a  judicial  body  represents  the  grossest  efifronter}',  and  is  a  thing  not 
usually  tolerated  with  respect  to  court  cases.*  Even  more  strictly  is  it  true  in 
England,  that  no  publication  would  venture  an  opinion  as  to  how  a  court  case 
should  be  decided  before  its  judicial  trial  is  completed.  If  commission  cases 
are  to  be  decided  upon  any  other  grounds  than  their  merits,  as  established  by 
the  evidence  brought  out  in  the  investigation  and  hearings,  and  upon  the  estab- 
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lished  principles  of  law  and  public  policy  which  relate  to  them,  it  must  be  evident 
that  this  form  of  regulation  will  eventually  fail.  The  proper  attitude  toward 
this  function  of  government  upon  the  part  of  citizenship  of  the  country,  as  re- 
flected in  public  opinion,  is  just  as  essential  as  the  proper  selection  of  men  to  serve 
upon  the  commissions.  The  latter  consideration  also  represents  a  possible 
element  of  failure  in  the  working  out  of  the  commission  idea.  Our  present  judicial 
system,  which  is  several  centuries  old,  has  survived,  and  will  continue,  in  spite 
of  the  occasional  appointment  or  election  of  corrupt  judges  and  miscarriages  of 
justice,  but  can  a  new  system  of  corporation  control  survive  under  any  but  the 
most  promising  conditions  for  its  satisfactory  working. 

260 — History  and  Development  of  Regulation. 

History  of  Commission  Growth  in  the  Several  States,  by  Bernard 
Flexner.  Submitted  to  the  Judiciary  Committee  of  the  House  of 
Representatives  of  the  United  States.     Pamphlet,  12  pages. 

This  traces  the  growth  of  commissions  from  the  establishment  of  the  earliest 
railroad  commissions  in  1844,  to  the  present.  The  gradual  enlargement  of  the 
jurisdiction,  and  powers  of  the  various  commissions  is  traced.  It  is  pomted  out 
that  of  the  important  powers  exercised  by  the  modern  commissions,  those  relating 
to  service  and  observance  of  law,  date  from  the  organizations  of  the  first  com- 
missions; that  those  relating  to  rates  and  rate  making  go  back  to  the  seventies. 
Commission  control  of  capitalization  antedates  the  period  of  1907,  which  marks 
the  beginning  of  the  swift  development  of  public  utility  control.  The  valuation 
of  corporation  property,  other  than  for  purposes  of  taxation  also  antedates  the 
modern  commissions.  The  provisions  of  the  Utility  Law  designed  to  give  the 
commission  control  of  the  field  by  regulating  the  purchase  and  sale  of  securities, 
consolidations  and  reorganizations  is  a  product  of  the  last  stage  of  commission 
growth.  None  of  these  statutes  go  further  back  than  the  Massachusetts  Law  of 
1906.  The  present  tendency  is  to  give  the  commission  ample  powers  over  inter- 
corporate relations.  In  a  number  of  states,  municipalities  have  been  given  the 
right  to  acquire  the  property  of  gas,  electric  and  water  utilities  by  condemnation. 
In  1899,  Colorado  provided  that  all  franchises  for  such  utilities  should  be  there- 
after granted  or  renewed  with  the  understanding  that  the  municipality  should 
have  the  right  to  purchase  at  the  actual  cash  value  if  they  desired.  In  1902, 
Massachusetts  gave  municipalities  this  right  to  purchase,  and  in  1907,  Wisconsin 
provided  for  an  indeterminate  permit  giving  numicipalities  the  right  to  take  over 
such  properties,  upon  paying  just  compensation  therefor,  to  be  determined  by 
the  commission.  This  policy  has  also  been  embodied  in  the  Indiana  statutes 
of  1913. 


MUNICIPALITIES 

830— Public  Ownership. 

With  Lower  Costs  Japanese  Roads  Get  Higher  Rates.     Railway 

Age  Gazette,  I  page,  April  10,  1914,  p.  835. 

This  gives  figures,  issued  by  the  Bureau  of  Railway  News  and  Statistics,  to  show 
that  although  American  railways  pay  the  highest  wages  in  the  world  and  must 
face  correspondingly  higher  i)rices  for  materials  than  are  Ijorne  by  any  other  1  lans- 
portation  system,  the  American  shippers  today  are  i)aying  a  smaller  bill  to  iiave 
freight  transported  than  the  shipper  in  Japan,  whose  railway,  operated  l)y  the 
government,  bears  nearly,  if  not  quite,  the  smallest  burden  in  wages  or  costs  of 
materials  in  the  world.  This  striking  showing  of  comparative  economy  is  based 
upon  the  latest  r(>port  of  the  imjM'rial  government  railways  of  Japan.  The  rail- 
road system  paying  the  highest  labor  costs  of  operation  in  the  world,  in  other 
words,  is  selling  its  conunodity,  transportation,  at  a  smaller  price  than  is  the 
most  cheaply  operated  system  on  the  globe. 
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830— Municipal  Ownership. 

Municipal    Ownership    and    Taxes.     Editorial,    Electrical    Review, 

April  11,  1914,  p.  710. 

This  discusses  the  point  made  by  Mr.  Arthur  Williams  in  his  recent  address  on 
municipal  ownership  (See  5  Rate  Research  15),  that  the  non-property-o\\-ning 
inhabitants  of  a  city  often  think  that  the  burden  of  mimicipal  ownership  falls  only 
upon  those  who  ov>n  property.  The  statement  is  made  that  such  a  point  of  view 
overlooks  the  fact  that  taxes  do  not  always  come  out  of  the  pocket  of  the  one  who 
makes  the  direct  payment  to  the  collector,  but  are  frequently  paid  indirectly  by 
other  classes  of  citizens.  Where  taxes  are  levied  in  the  form  of  license  fees,  or  as 
personal  property  taxes,  upon  the  equipment  of  stores,  factories,  etc.,  or  upon 
the  buildings  in  which  such  mercantile  and  industrial  businesses  are  carried  on, 
it  should  be  realized  that  the  taxes  constitute  one  of  the  ex-penses  of  carrying  on 
the  business,  and  must  ultimately  come  out  of  the  revenues  which  the  consumer 
has  to  pay.  A  large  proportion  of  taxes,  therefore,  are  paid  indirectly  by  the 
ultimate  consumer  of  the  materials  handled  in  industrial  and  mercantile  operations 
in  other  words,  by  the  general  citizen  regardless  of  whether  he  be  a  property 
holder  or  not.  AJny  idea  that  the  consumer  is  getting  something  for  nothing  in 
case  taxes  are  levied  upon  general  property  (as  is  the  case  in  almost  all  com- 
munities) by  having  the  municipality  supply  free  service  for  such  utilities  as 
schools,  parks,  etc.,  or  partly  free  services,  as  it  does  where  an  inadequate  rate 
is  charged  for  electric  current,  is  largely  fallacious. 

830— Public  Ownership. 

Private  Ownership  Pioneering.  Editorial,  Journal  of  Electricihj, 
Power  and  Gas,  April  4,  1914,  p.  301. 

This  discusses  the  injustice  of  the  fact  that  municipal  ownership  usually  shows 
itself  where  plants  are  already  successful,  after  the  risk  of  pioneering  has  been  run, 
instead  of  in  virgin  territory.  It  is  pointed  out  that  private  ownership  pioneering 
is  entitled  to  and  should  receive  justice  in  full  measure. 

GENERAL 

149— Holding  Companies. 

The  Good  Side  of  the  Holding  Company,  by  William  M.  Wherry, 
Jr.  From  an  Address  before  the  Tuck  School  of  Administration  and 
Finance,  Hanover,  N.  H.     The  Annalist,  1  page,  April  6,  1914,  p.  442. 

This  points  out  the  reasons  for  the  existence  of  holding  companies,  and  the  advan- 
tages which  the  public  has  derived  from  them.  It  is  said  that  a  holding  company 
is  a  financial  device  by  which  the  problem  has  been  met  of  securing  better  service, 
better  management  and  wider  market  with  greater  security,  without  too  large 
an  investment.  The  public  is  interested  in  public  utilities,  in  two  capacities- 
first,  as  customers  of  the  company,  and  second,  as  purchasers  of  securities.  The 
advantages  to  the  customer  ofTered  through  the  holding  companies  are  two-fold. 
The  service  which  he  gets  is  in  large  measure  increased  and  improved,  the  rates 
which  he  paj's  are  low^ered.  The  advantage  to  the  purchaser  of  securities  is  also 
two-fold.  His  security  becomes  more  marketable,  and  second,  its  safety  is  in- 
creased by  distribution  of  risks. 

A  large  holding  company  can  command  brains  and  efficiency  to  an  extent  which 
small  companies  cannot  possibly  attain.  It  is  stated  on  good  authority  that 
London,  with  its  numerous  small  companies,  each  supplying  portions  of  the  terri- 
tory of  London,  has  a  unit  cost  of  production  of  electric  current  to  the  manufac- 
turer which  exceeds  the  price  charged  to  the  customers  of  Chicago  with  its  one 
big  company  supplying  a  great  territory.  The  economies  in  operating  cost  and 
managerial  efficiency  which  could  be  made  by  the  seventeen  or  more  London 
companies,  if  consolidated,  would  make  a  fortune  in  a  single  year. 
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COMMISSION  REPORTS 

252 — Commission  Annual  Reports. 

Report  of  the  Public  Service  Commission  for  the  First  District 
OF  THE  State  of  New  York,  for  the  Year  Ending  December  31, 

1912.  Vol.  1,  901"  pages. 

This  is  the  sixth  annual  report  of  the  First  District  Commission  to  the  Legislature. 
The  body  of  the  report  contains  a  general  statement  of  the  Commission's  work, 
and  chapters  on  rapid  transit,  dual  system  of  rapid  transit,  rapid  transit  con- 
struction, elimination  of  grade  crossings,  regulation  of  transportation  corpor- 
ations, regulation  of  gas  and  electric  corporations,  and  formal  cases.  The  follow- 
ing appendices  are  included  in  the  report:  (A)  Orders  issued  during  1912;  (B) 
Informal  cases — transportation;  (C)  Informal  cases — gas  and  electric;  (D) 
Rapid  transit  routes;  (E)  Rapid  transit  documents;  (F)  Electricity  rates  in 
New  York  City;  and  (G)  Auditor's  report.  The  volume  contains  a  general 
inde.x  and  an  index  to  orders. 

Chapter  7,  which  traces  the  commission's  regulation  of  gas  and  electric  companies, 
and  Appendix  F,  which  gives  the  rates  charged  for  electricity  by  all  the  New  York 
companies,  are  of  special  interest  to  central  station  men. 

253 — Commission  Reports  of  Decisions. 

Reports  of  Decisions  of  the  Public  Service  Commission  Second 
District  of  the  State  of  New  York.     From  July  1,  1911,  to  Mav  7, 

1913,  Vol.  3,  871  pages. 

This  is  the  third  of  the  bound  volumes  of  the  decisions  of  this  Commission.  It 
is  valuable  to  central  station  managers,  since  it  contains  many  important  elec- 
trical cases,  among  which  are  the  following: 

Vol.  III.  Page 

Oswego  River  Power  Transmission  Co.  competition  case.     (See  2  Rate  Re- 
search 257) 268 

Red  Hook  Light  and  Power  Co.  competition  case.     (See  2  Rate  Research  344)  475 

Granville  Electric  and  Gas  Co.  rates  case.     (See  2  R.\te  Research  250) 498 

Ossining  v.  Northern  Westchester  Lighting  Co.  re  street  lighting  rates.    (See 

2  Rate  Research  344) 502 

Attica  Water,  Gas  &  Electric  Co.  v.  Alden-Batavia  Natural  Gas  Co.  Re  dis- 
crimination.    (See  2  Rate  Research  331) 535 

Buffalo  Gas  Co.  rates  case.     (See  4  Rate  Research  71) 553 

Buffalo  V.  Cataract  Power  and  Conduit  Co.  rates  case.     (See  3  R.\te  Re- 
search 19,  149,  168,  187) 656 

Buffalo  V.  Buffalo  General  Electric  Co.  rates  case.     (See  3  Rate  Research 

19,  115,  131,  187) 739 

Northern  Power  Co.  competition  case.     (See  3  Rate  Research  71) 817 

The  book  contains,  beside  the  reports  of  decisions,  a  table  of  cases  reported,  and 
a  subject  index. 

252 — Commission  Annual  Reports. 

First  Report  of  the  Public  Utilities  Commission,  State  of  K.\nsas. 

May  22,  1911,  to  November  30,  1912.     328  pages. 

This  report  gives  in  full  the  decision  of  the  Kansas  Commission  in  the  Parsons 
Railway  &  Light  Company  case,  in  which  the  company  was  protected  from  com- 
petition (See  2  Rate  Research  208);  in  the  Garden  City  Telephone,  Light  and 
Manufacturing  (Vjmpany  rates  case  (See  2  Rate  Research  393);  and  in  the  Parsons 
Railway  &  Light  Company  rates  case  (See  2  1{ate  Research  348).  The  greater 
part  of  the  report,  however,  deals  with  railroad  and  telcjihone  matters.  Various 
sections  treat  of  the  Commission's  work  in  general,  recommendations  for  legis- 
lation, cases  contested  in  court,  rate  cas(\s  before  the  Interstate  Commerce  Com- 
mission, etc.  The  Kansas  Public  Utilities  Law  is  reproduced  in  full,  and  the 
commission's  rules  of  procedure. 
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RATES 
FAMOUS  RATE  PAPERS— No.  4. 

HIGH  EFFICIENCY  LAMPS ;   THEIR  EFFECT  ON  THE  COST 
OF  LIGHT  TO  THE  CENTRAL  STATION 

By  S.  E.  DoANE.  Read  before  the  National  Electric  Light  Association, 
St.  Louis,  Mo.,  May,  1910.  Proceedings  of  the  Thirly-Third  Convention 
of  the  National  Electric  Light  Association,  pp.  152-170.  Begun  in  5  Rate. 
Research  35. 

628— Lamp  Efficiency. 

7fe/at/ye  Co3^  of  Pr<7£/(/c//f<^ 
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c p        o 


//^fer/^ei//a^e  Cost 

__    C  23  O 


C  DO 


Catsumer  Qis-i     Tiema/rt/ Cbsi      atff/aot  Ccst" 

Fig.  2 

i  tabular  expression  of  these  diagrams  is  given  later  in  a  complete 
summary. 

The  total  cost  to  the  Station  for  the  individual  customer  can  be 
determined  when  the  maximum  demand  and  the  load  factor  are 
known.     Assuming  a  customer  of  small  size,  having,  we  will  say, 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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0.5  kw.  as  maximum  demand,  let  us  analyze  the  cost  conditions  with 
both  short  and  long  hour  use  as  represented  by  load  factors  of  7% 
and  20%,  respectively.     The  results  are  indicated  in  figures  2  and  3. 

/?e/a//ye  Cost  of  Prac/i/c/.'7f 
(Z  (7/ ye/?  ^/^aL^/7?^  of  /-/q'/?t 
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(//t///7ate  Ccst 

C  -D  O 


Gem 


7a/7fa/i//n 

Co/Tsiz/ne^  Caii       De/nonct  Oai  Oi/f put  Cost 


Fig.  3 


We  find  that  when  such  a  customer  is  a  short  hour  user  that  the 
cost  of  kw-hrs.  is  only  about  16%  of  the  total  cost,  when  the  cus- 
tomer uses  carbon  lamps  and  is  only  about  6%  of  the  total  cost  when 
the  customer  uses  the  highest  efficiency  lamp,  and  we  further  de- 
velop the  astonishing  fact  that  even  when  such  a  customer  receives 
the  maximum  benefit  of  this  new  lamp  by  addition  of  enough  cus- 
tomers to  employ  the  entire  capacity  of  the  Central  Station,  when 
utilized  with  high  efficiency  lamps  the  cost  of  actual  energy  con- 
sumed is  still  only  about  10%  of  the  total  cost  of  carrying  such  a 
customer.  Further  reference  to  the  comparative  values  show  that 
even  in  the  case  of  a  long  hour  user  having  the  same  maximum  de- 
mand the  kw-hrs.  consumed  cost  the  Central  Station  but  a  very 
small  part  of  the  total  cost  for  the  customer.  IMost  of  the  cost  in 
the  case  of  the  small  consumer  is  involved  in  supplying  service  of 
one  character  or  another.  These  diagrams  indicate  that  the  high 
efficiency  lamp  materially  reduces  the  cost  of  producing  a  given 
amount  of  light  for  such  a  customer,  but  that  in  the  case  of  the 
average  small  customer  the  reduction  in  cost  is  in  no  sense  com- 
parable with  the  reduction  in  energy  required  for  a  given  quantity 
of  light. 
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Figures  4  and  5  representing  a  large  consumer  show  a  very  different 
situation,  as  it  will  be  observed  that  the  consumer's  cost  is  an  in- 
significant proportion  of  the  whole.  The  first  reduction  in  cost  due 
to  the  use  of  high  efficiency  lamps  by  a  short  hour  customer,  of  this 
size,  is  only  about  15%  when  such  a  customer  uses  the  highest 
efficiency  lamp  most  advantageously.  A  total  summary  of  the  fore- 
going diagrams  follows. 

TABLE  2 

Relative  Cost  of  Serving  Various  Customers 

Present  Intermediate  Cost        Ultimate  Cost 

Cost  Taiita-  Tungs-  Tanta-  Tungs- 

CoNSUMER  Carbon     Gem       luni  ten  Gem        lum  ten 

Average   100.%  91.3%     87.0%  80.5%  75.6%  63.8%  45.1^0 

Small— Short  hr 100.%  95.5%     93.2%;  89.8%  82.5%  73.8%  60.6% 

Small— Long  hr 100.%  88.1%     85.0%  77.4%  80.0%  70.0%  54.9% 

Large— Short  hr 100.%  92.7%     89.1%  83.6%  71.8%  57.8%  36.7% 

Large— Long   hr 100.%  85.9%     78.8%  68.2%  71.7%  57.5%  36.3% 

Consumer.  Kw.  Load. 

maximum  demand         Factor 

Average    1.6  11% 

Small— Short  hr 0.5  7% 

Small— Long  hr 0.5  20% 

Large— Short    hr 20.0  7% 

Large— Long  hr 20.0  •             20% 

Each  consumer  is  assumed  to  use  the  same  total  amount  of  light 
after  changing  to  the  high  efficiency  lamps  as  was  used  with  the 
Carbon  lamps.  • 

The  logical  effect  of  the  high  efficiency  lamp  is  to  increase  the  num- 
ber of  small  consumers.  This  means  an  increase  in  the  proportion 
of  the  Central  Station  expense  for  labor  in  connection  with  the 
distributing  system  and  the  accounting,  etc.,  which  we  have  classified 
under  "Consumer's  Cost."  The  addition  of  many  new  customers 
will  improve  the  load  factor  of  the  station  somewhat,  as  there  is  no 
reason  to  assume  that  the  day  load,  which  is  not  a  lamp  load,  will 
not  increase  with  an  increase  in  the  number  of  customers,  even 
though  the  current  consumed  at  the  time  of  maximum  demand  does 
not  increase  because  of  the  high  efficiency  lamps. 
It  is  of  course  obvious  that  a  Central  Station  could  always  take 
care  of  an  increased  number  of  customers  without  using  high 
efficiency  lamps,  by  increasing  the  size  of  the  plant,  but  it  is  also 
obvious  that  the  use  of  the  high  efficiency  lamps  will  allow  it  to 
greatly  increase  the  number  of  customers  served  without  materially 
increasing  the  station  and  generating  investments. 

Table  3,  which  follows,  shows,  on  the  basis  of  the  foregoing  statistics, 
what,  in  a  general  way,  might  be  expected,  when  that  time  in  the 
future  arrives,  when  all  of  the  Central  Station  customers  have 
changed  to  the  highest  efficiency  lamps.  Of  course,  we  know  that 
the  time  will  never  come  when  every  lamp  on  the  circuit  will  be  of 
the  highest  efficiency.  "We,  however,  can  assume  any  value  we  may 
desire  and  for  the  exception  still  use  the  table  which  follows. 
The  table  is  drawn  up  on  the  assumption  that  every  customer  in 
the  future  will  have  changed  to  the  use  of  high  efficiency  lamps.     It 
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is  anticipated,  of  course,  that  l)etween  now  and  the  time  when  this 
condition  will  have  been  reached,  that  each  station  will  have  in- 
creased its  number  of  customers,  conseciuently,  we  have  made  our 
assumption  to  include  all  percentages  beginning  with  no  increase  in 
customers  and  ending  with  180%  increase  in  customers,  at  which 
time,  the  station  will  be  again  entirely  loaded.  This  table,  of  course, 
is  drawn  up  on  the  further  assumption  that  a  customer  will  not  in- 
crease the  amount  of  light  he  uses  at  peak  hours.  I  firmly  believe 
this  assumption  is  warranted  in  the  case  of  the  domestic  user  and 
that  it  is  warranted  in  essence  in  all  cases,  as  I  believe  that  we  are 
rapidly  reverting  to  a  condition  of  somewhat  increased  light,  per- 
haps, but  not  to  an  increase  sufficiently  great  to  materially  affect 
this  assumption. 

TABLE   3 
Effect  on  Station  Cost  and  Output  Produced  by  Adoption  of  the 

Highest  EflSciency  Lamps 


(Assuming  that  each  Consumer  produces  the  same  amount  of  light  with  highest  efficiency  lamps  as 

with  the  lamps  of  low  efficiency.) 

Number  of  Con- 
sumers in  %  of  the 
number  supplied  at 
present  with  low 
efficiency  lamps 

COST  TO  STATION 

Kw-hrs.   Con- 
sumed and  max- 
imum demand 
in  %  of  that  with 
low   efficiency 
lamps. 

RELATIVE  COST 

Con- 
sumer 

Demand 

Output 

Total 

♦Per 
Kw-hr 

Per  Con- 
sumer 

100%  . 
using  low  efficiency 
lamps. 

Per  Cent 

1    14  6 

14.6 

Per  Cent 
55.1 

Per  Cent 
30.3 

Per  Cent 

100.0 

Per  Cent 
100.0 

Per  Cent 
100.0 

Per  Cent 

100.0 

Changed  to  the  follow- 
ing %  using  highest 
efficiency  lamps 
100 

55.1 

10.8 

80.5 

35.7 

225.0 

80.5 

110 

16.1 

55.1 

11.9 

83.1 

39.3 

212.0 

75.5 

120 

17.5 

55.1 

13.0 

85.6 

42.9 

200.0 

71.4 

130 

19.0 

55.1 

14.1 

88.2 

46.4 

190.0 

67.8 

140 

20.4 

55.1 

15.1 

90.6 

50  0 

181.0 

64.7 

150 

21.9 

55.1 

16.2 

93  2 

53.6 

174.0 

62.1 

160 

23.4 

55.1 

17.3 

95  8 

57.2 

168.0 

59.8 

170 

24.8 

55.1 

18.4 

98  3 

60.7 

162.0 

57.8 

180 

26.3 

55.1 

19.5 

100.9 

64.3 

157.0 

56.1 

190 

27.7 

55.1 

20.6 

103.4 

67.9 

152.0 

54.4 

200 

29.2 

55.1 

21.6 

105.9 

71.4 

148.0 

52.9 

210 

30.7 

55.1 

22.7 

108.5 

75.0 

145.0 

51.7 

220 

32.1 

55.1 

23.8 

111  0 

78  6 

141.0 

50.4 

230 

33.6 

55.1 

24.9 

113.6 

82.2 

138.0 

49.6 

240 

35.0 

55.1 

26.0 

116.1 

85.7 

135.0 

48.4 

250 

36.5 

55.1 

27.1 

118  7 

89.3 

133.0 

47.5 

260 

38.0 

55.1 

28.1 

121.2 

92.9 

130.0 

46.6 

270 

39.4 

55.1 

29.2 

123.7 

96.5 

128.0 

45.8 

280 

40.9 

55.1 

30.3 

126.3 

100.0 

126.0 

45.1 

'Please  do  not  confuse  this  with  the  output  cost  per  kw-hr.  which  remains  practically  constant  thoughout. 
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This  table  clearly  shows  that  those  costs  which  we  have  classed  as 
the  consumer's  costs,  which  are  the  costs  per  customer  for  distribut- 
ing the  current  generated,  are  the  costs  which  concern  the  Central 
Station  to  a  constantly  increasing  extent.  The  investment  in  meters 
and  the  length  of  line  necessary  to  run  to  reach  a  customer,  the 
location  of  meters  to  facilitate  reading  and  details  of  this  character 
will  be  of  considerably  greater  importance  to  the  station  man  than 
the  efficiency  of  the  generating  apparatus. 

It  has  been  suggested  to  the  writer  that  the  customer's  cost  can  be 
reduced  50%  when  several  ends  have  been  accomplished,  among  which 
is  the  universal  adoption  of  a  cheap  meter,  a  current  limiting  de- 
vice or  something  equivalent  to  either,  or  both,  etc.,  etc.  This  is  a 
matter  of  speculation,  but  it  is  interesting  to  observe  from  the  table 
that  such  a  50%  decrease  would  allow  the  Central  Station  to  carry 
180%  more  customers  with  the  same  gross  cost,  at  which  time, 
the  cost  per  kw.  would  be  no  greater  than  at  present,  and  at  which 
time,  the  total  average  cost  per  customer  (please  do  not  confuse 
this  with  the  customer's  component  of  the  fixed  costs)  on  the  basis 
of  our  assumption,  would  be  decreased  to  36%  of  the  present  total 
average  cost  per  customer. 

It  is  most  interesting  to  note  that  when  a  station  has  added  80% 
more  customers  that  its  total  cost  will  have  again  reached  the  present 
cost,  but  that  the  cost  per  kw-hr.  will  be  about  60%  greater  than  at 
present.  It  is  most  interesting,  furthermore,  in  showing  that  even 
when  the  station  again  becomes  fully  loaded,  the  cost  per  kw-hr.  will 
be  about  25%  greater  than  it  is  at  present. 

The  effect  of  the  high  efficiency  lamp  has  been  to  profoundly  modify 
commercial  practice.  The  possibility  of  these  lamps  being  made 
more  efficient  as  the  weeks  pass  makes  it  necessary  for  the  Central 
Station  to  adopt  policies,  programs  and  methods  which  not  only  will 
take  care  of  the  present  high  efficiency  lamp  situation,  but  which 
will  provide  for  any  increase  in  efficiencies  in  the  weeks,  months 
and  years  to  come. 

Ductile  tungsten  wire  has  been  produced  and  it  is  a  most  reasonable 
expectation  that  the  high  class  Tungsten  filament  lamps  ultimately 
will  be  hardy  and  capable  of  satisfactory  employment  in  houses  or 
elsewhere  where  the  supposed  fragility  has  been  argued  against 
them.  Every  customer  on  a  Central  Station  circuit  will  ultimately 
purchase  and  use  lamps  of  this  character. 

The  situation  contains  a  menace  and  a  promise,  a  menace  which 
can  not  be  ignored,  a  promise  w^hich  must  be  fulfilled. 

The  menace  is  in  the  fact  that  the  reduction  in  the  cost  of  provid- 
ing light  to  the  average  customer  can  never  be  so  great  as  the  cus- 
tomers expect. 

He  inevitably  associates  that  two-thirds  reduction  in  current  con- 
sumed with  a  two-thirds  reduction  in  cost. 
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The   decrease  in   cost  of  furnishing  light  with  the  high   efficiency 
lamp  is  almost  entirely  measured  by  the  ability  of  the  Central  Sta- 
tion to  take  on  additional  consumers  who  can  assist  in  bearing  the 
fixed  expenses. 
The  promise  lies  in  the  opportunity. 

Never  in  the  history  of  our  industry  has  there  been  the  opportunity 
which  now  presents  itself  to  the  Central  Station  for  increasing  the 
number  of  its  customers,  decreasing  the  cost  to  each  of  them,  and 
increasing  profit  to  itself,  through  the  use  of  the  high  efficiency 
lamps. 

226.2—  EXTENSION  OF  SERVICE 

NEW  JERSEY 

Complaint  v.  Public  Service  Gas  Company,  Asking  for  Extension  of 
Service  in  the  Borough  of  South  Bound  Brook.  Decision  of  the  New 
Jersey  Board  of  Public  Utility  Commissioners,  Fixing  Terms  and 
Conditions.     March  17,  1914. 

In  the  case  in  which  the  question  was  involved  of  requiring  the  Public 
Service  Gas  Company  to  extend  service  into  the  locality  of  Dundee 
Lake,  Saddle  River  Township,  the  Board  discussed  the  general  mat- 
ters to  be  considered  in  ordering  extensions  (see  4  Rate  Research 
393-395).  The  decision  in  the  present  case  is  made  in  accordance 
with  the  former  holdings. 

Allegation  is  made  that  the  respondent  under  its  franchise  is  obligated 
to  extend  along  any  street  within  the  Borough.  But  said  franchise 
was  not  produced  before  the  Board;  and  in  the  absence  of  proof, 
the  Board  cannot  find  that  the  franchise  imposes  an  obligation  upon 
the  respondent  such  as  the  petitioners  allege. 

The  case  therefore  resolves  itself  into  a  question  of  the  probable 
cost  of  said  extension  and  the  net  revenue  likely  to  accrue  to  the 
Company  therefrom. 

In  estimating  the  outlay  upon  which  the  Company  is  entitled  to  a 
reasonable  return  the  Commission  considered  not  only  the  cost  of  the 
extension,  but  also  made  an  allowance  for  plant  investment. 

34 — Rate  of  Return. 

As  remarked  previously,  if  on  these  marginal  extensions,  the  Com- 
pany were  compelled  to  accept  a  lower  rate  than  the  8  per  cent,  ad- 
judged hitherto  as  a  fair  rate  of  return,  the  average  return  would 
be  lessened  with  every  such  extension. 

Upon  the  facts  disclosed  in  this  hearing,  the  Board  stands  ready  to 
order  the  extension  in  case  the  petitioners  will  afford  the  Company 
sufficient  security  that  for  each  of  the  next  five  years  the  sum  of 
$108.89,  or  such  part  thereof  as  shall  be  necessary,  in  connection 
with  the  revenue  from  consumers  along  the  desired  extension,  to 
afford  a  return  of  8  per  cent  on  the  plant  investment  and  to  cover 
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the  other  costs  as  calculated  by  the  methods  approved  herein  will 
be  paid  to  the  Company.  But  in  the  absence  of  such  assurance  or 
guarantee,  the  conditions  as  disclosed  will  not  warrant  this  Board 
in  ordering  the  extension  asked  for  by  the  petitioners. 

NEW  YORK  (2nd  D.) 

Extension  of  Mains  of  Woodhaven  Gas  Light  Company.  Decision 
of  the  New  York  Public  Service  Commission  (2ndD).  Holding  that 
the  Company  Cannot  be  Required  to  Make  the  Extension.  February 
3,  1914. 

The  proceeding  was  entered  on  motion  of  the  commission,  at  the  request 
of  certain  citizens,  for  the  purpose  of  deciding  whether  or  not  the  com- 
pany should  be  required  to  extend  its  gas  mains  and  service  so  as  to 
furnish  gas  to  the  sections  in  the  Borough  of  Queens,  known  as  Aque- 
duct, Howard  Estates,  and  Rambleisville. 

The  argument  that  the  service  would  not  pay  from  the  beginning, 
and  that  the  company  ought  not  to  be  required  to  build  lines  unless 
the  income  therefrom  will  pay  from  the  beginning  all  expenses  and 
a  reasonable  return  upon  that  investment,  is  absurd.  The  statu- 
tory obligation  to  extend  to  premises  within  100  feet  of  an  existing 
main  recognizes  no  such  standard,  and  all  progressive  and  enter- 
prising companies  are  constantly  building  extensions  which  do  not 
pay  immediately.  They  expect  to  build  up  a  business,  and  usually 
additional  consumers  are  obtained  from  time  to  time  who  are  induced 
to  build  or  pipe  their  houses  because  mains  have  been  laid.  If  the 
only  objection  were  the  uncertainty  of  immediate  profit,  the  prob- 
lem would  be  simplified ;  but  there  are  also  the  risks  which  the  com- 
pany would  be  obliged  to  take  in  laying  mains  upon  streets  or  so- 
called  streets  where  there  is  no  certainty  that  the  entire  layout  of 
the  street  system  will  not  be  changed 

In  the  matter  of  extension  of  mains,  the  obligation  upon  the  com- 
pany is  an  obligation  to  furnish  reasonable  service,  all  things  being 
considered.  There  must  be  the  prospect  of  a  remunerative  service 
within  a  reasonable  time,  and  the  likelihood  that  the  company 
would  be  obhged  to  relay  and  rearrange  its  mains  through  this  sec- 
tion and  pay  the  cost  of  such  work  out  of  earnings,  is  most  impor- 
tant and  compels  the  Commission  to  decide,  in  view  of  other  factors, 
that  this  section  has  not  yet  reached  the  stage  of  development  which 
would  warrant  the  adoption  of  an  order  directing  the  company  to 
build  the  required  system  of  mains  in  the  present  street  layout. 

COMMISSION  DECISIONS 

WISCONSIN 

132 — Protection  from  Competition. 

City  of  Sheboygan  vs.  Sheboygan  Railway  and  Electric  Company, 
Application  for  a  Certificate  of  Convenience  and  Necessity  to  Permit 
it  to  Construct  a  Municipal  Lighting  Plant.     Decision  of  the  Wis- 
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coNSiN  Railroad  Commission,  Denying  the  Application.     March  27, 

1914. 

The  private  plant  furnishing  electric  service  in  Sheboygan  has  changed 

owners  and  the  Company  is  able  and  willing  to  install  complete  new 

lighting  equipment  capable  of  furnishing  adequate  and  satisfactory 

light  to  the  petitioning  city. 

The  attitude  of  the  Commission  toward  applications  made  for  cer- 
tificates of  convenience  and  necessity  to  duplicate  existing  plants  is 
well  known.  It  rests  upon  the  recognized  fact  that  an  existing 
plant  can  be  made,  under  proper  regulation,  to  give  the  pubhc  bet- 
ter service  and  at  a  lower  cost  than  can  competing  plants.  It  re- 
quires no  argument  at  this  late  day  to  prove  that  competing  utili- 
ties in  any  municipality  add  to  the  service  burdens  of  the  public 
rather  than  lessen  them.  In  the  case  under  consideration  there  are 
reasons  for  not  granting  the  application  additional  to  the  recogni- 
tion of  the  general  principle  that  two  competing  or  non-competing 
utility  plants  are  more  expensive  to  the  public  than  one  plant.    .    .    . 

The  decision  then  points  out  that  the  company  is  ready  to  provide  ade- 
quate equipment. 

In  view  of  this  expressed  desire  and  until  such  new  equipment  has 
been  installed  and  the  service  under  the  new  conditions  tested,  it 
would  be  unjust  to  the  city  to  burden  it  with  the  cost  of  a  new  light- 
ing plant,  as  well  as  unfair  to  the  new  owners  of  the  present  lighting 
plant. 

REFERENCES 
RATES 

611.1— Residence  Lighting. 

Electric  Light  for  the  Poor  Man's  Cottage,     Electrical  Review, 

1|  page,  April  18,  1914,  p.  770. 

This  gives  the  details  concerning  an  attempt  which  is  being  made  by  Mr.  W.  J. 
Fennell,  borough  electrical  engineer  of  Wednesbury,  England,  to  induce  the  in- 
dustrial classes  to  use  electricity  for  lighting.  The  houses  are  in  blocks,  and  one 
electric  service  supplies  from  5  to  15  houses.  Three  lamps  are  supplied,  two  40- 
watt  metal-filament  (one  for  each  dowTistairs  room)  and  one  8-candlepower  carbon 
lamp  for  the  front  bedroom.  Estimates  showed  that  an  average  of  about  15  cents 
per  week  per  house  would  easily  cover  all  expenses  or  $7.80  per  annum,  and  the 
net  profit  has  worked  out  at  $1.80  per  annum  per  consumer,  or  about  25  per  cent 
of  the  income,  "a  far  better  return  than  on  any  other  class  of  consumers."  The 
popularity  of  the  scheme  is  unmistakable.  Within  18  months  the  number  of 
consumers  has  grown  from  25  to  250. 

650 — Discrimination. 

Inherited  Discrepancies  in  Fares,  Editorial,  Electric  Railway 
Journal,  April  11,  1914,  p.  806. 

This  comments  on  the  difficulties  which  electric  railway  managers  often  have  in 
explaining  the  different  fares  on  different  lines,  which  have  resulted  from  consoli- 
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dations.  It  is  pointed  out  that  such  conditions  not  seldom  lead  to  charges  of 
discrimination  before  public  service  commissions,  and  the  defence  of  cases  of  this 
kind  is  usually  burdensome.  An  explanation  of  the  reasons  which  necessitate 
such  differences  in  fare  is  given.  It  is  said  that  actual  estimates  of  service  cost 
are  more  convincing  as  a  rule  than  pro-rated  car-mile  expenses  applied  to  a  par- 
ticular line,  and  when  the  former  are  considered  in  connection  with  the  total  earn- 
ings and  expenses  of  the  system,  the  best  basis  for  a  just  decision  is  secured.  The 
co-ordination  of  fares  on  consolidated  lines  is  a  subject  bound  to  demand  more 
attention  in  the  future,  but  in  the  meantime  the  income  and  expense  analysis  of 
specific  lines  will  do  much  to  disarm  hostility  in  dealing  with  inherited  discrep- 
ancies. 


INVESTMENT  AND  RETURN 

310 — Valuation. 

Natural  Gas  Valuation,  by  Samuel  S.  Wyer.  Abstract  of  a  Lecture 
Given  before  the  Ohio  Gas  Association,  Columbus,  Ohio,  March  24, 
1914.     Public  Service  Regulation,  1  page,  April,  1914,  p.  195. 

This  is  a  consideration  of  the  elements  to  be  considered  in  appraising  a  natural 
gas  property  for  rate  making.  The  reproduction  cost  new  method  of  valuation 
is  advocated;  and  the  statement  made  that  book  value,  amount  of  outstanding 
securities,  value  assessed  for  taxation,  franchise  value,  good  will,  earning  power, 
and  value  of  land  for  other  than  natural  gas  purposes,  have  no  bearing  on  valuation 
for  rate-making  purposes. 

310— Valuation. 

Physical  Valuation  of  Railroads,  by  L.  R.  Pomeroy.  Read  Before 
the  New  England  Railroad  Club,  April  14,  1914.     Pamphlet,  59  pages. 

This  gives  a  resume  of  contributions  upon  the  subject  of  physical  valuation  of 
railroads,  illustrated  and  amplified  by  various  tables  and  curves.  Among  the 
articles  quoted  are  the  paper  by  Mr.  W.  J.  Wilgus,  before  the  American  Society 
of  Civil  Engineers,  and  the  discussion  of  it;  and  the  progress  report  of  the  special 
committee  appointed  by  the  A.  S.  C.  E.  to  formulate  principles  and  methods 
for  the  valuation  of  railroad  property  and  other  public  utilities. 


PUBLIC  SERVICE  REGULATION 

265. — Co-operation  of  Public  Service  Companies  with  Regulatory 
Bodies. 

Form  State  Organization.  Michigan  Telephone  Companies,  at 
Suggestion  of  Railroad  Commission  Establish  Association  — 
Chairman  Hemans  Addresses  Delegates.  Public  Service  Regulation, 
3|  pages,  April,  1914,  p.  191. 

In  this  address  Chairman  Hemans  traces  the  gradual  change  in  the  popular  con- 
ception of  utilities,  from  the  early  days  when  they  were  universally  thought  of 
as  private  concerns,  to  the  present  when  highways  are  no  more  important  than 
railways,  sewerage  systems,  etc.  A  plea  is  made  for  co-operation.  It  is  said 
that  as  between  the  utility  which  private  capital  brings  into  existence,  which 
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the  private  citizen  or  corporation  directs  and  manages,  and  the  public  which 
contributes  to  its  support,  the  relation  should  be  that  of  the  co-partnership;  a 
co-partnership  in  which  the  mutuality  of  interest,  of  obligations  and  responsi- 
bilities are  clearly  recognized  and  faithfully  kept.  Unfortunately,  this  has  not 
always  been  the  actual  relation,  but  it  is  the  ideal  toward  which  the  best  thought 
of  the  nation  is  tending.  We  are  slowly  progressing  from  the  public  service  cor- 
poration that  resented  supervision  and  control,  that  looked  upon  the  public  as 
the  legitimate  object  of  exploitation,  to  the  public  service  corporation  that  is 
beginning  to  understand  its  duties  and  obligations  to  its  public  co-partner;  that 
invests  in  its  physical  properties  with  the  full  consciousness  that  every  dollar 
so  invested  is  given  a  public  character  and  charged  with  the  mission  of  a  public 
service;  that  invites  the  co-operation  of  its  public  partner  through  supervision 
and  control  by  the  public  authorities,  and  whose  officials  recognize  their  public 
obligations,  even  though  they  act  without  oath  of  office  or  bond  for  the  faithful 
performance  of  their  duties.  Likewise  the  intangible,  though  no  less  real,  body 
called  the  public  is  beginning  to  better  imderstand  its  relation  to  this  utility  co- 
partnership. It  is  beginning  to  ask  through  its  legislatures  and  administrative 
commissions  that  it  be  not  burdened  by  the  economic  waste  incident  to  the  dupli- 
cation of  public  service  facilities.  It  is  beginning  in  places  to  scrutinize  and  to 
give  greater  protection  to  utility  capitalization,  and  it  is  begiiming  to  learn  that 
for  every  hazard,  either  to  investment  or  revenue,  it  suffers  alike  with  the  private 
investor. 

222 — Accounts. 

Maintenance  and  Depreciation,  by  A.  F.  Weber.  Electrical  World, 
1  page,  April  11,  1914,  p.  827. 

This  is  a  detailed  explanation,  given  at  the  request  of  the  Electrical  World,  of 
the  methods  prescribed  by  the  New  York  Public  Service  Commission  for  the 
First  District  respecting  maintenance  and  depreciation  accounts,  and  the  purpose 
of  the  commission  in  adopting  such  methods. 

200 — Public  Service  Regulation. 

Regulation  of  Public  Service  Companies  in  Great  Britain,  by 
Robert  H.  Written.  Reprint  of  Appendix  G  of  the  Annual  Report 
of  the  New  York  Public  Service  Commission  (1st  D.)  for  the  Year  Ending 
December  31,  1913.     Pamphlet,  231  pages. 

This  is  a  careful  and  discriminating  discussion  of  the  general  principles  underlying 
British  methods  of  control  of  public  utility  matters,  and  of  their  applicability  to 
American  conditions.  There  is  a  complete  analysis  of  the  British  sliding  scale 
system  for  the  automatic  regulation  of  the  rates  of  charge  and  dividends  of  gas 
companies.  Results  are  given  of  a  particularly  searching  inquiry  into  the  proper 
basis  for  the  apportionment  of  the  savings  or  profits  between  the  shareholder  and 
the  consumer.  Dr.  Whitten  recommends  certain  changes  in  the  sliding  scale 
system  as  applied  in  England  and  Boston  but  on  the  whole  considers  that  it  has 
important  advantages  over  the  American  system  of  occasional  rate  regulation. 
He,  however,  develops  a  new  system  of  control  which  he  calls  "the  merit  rating 
method,"  and  which  he  recommends  as  superior  to  either  of  the  above.  Under 
the  merit  rating  method  the  state  commission  "will  periodically  rate  the  com- 
panies on  the  basis  of  comparative  efficiency  in  serving  the  public  and  allow  them 
to  earn  dividends  varying  with  such  efficiency."  In  connection  with  financial 
manipulation  and  control  Dr.  Whitten  notes  the  general  absence  among  English 
public  service  companies  of  the  holding  company  and  of  the  intertwining  and  inter- 
locking of  directorships  for  the  purpose  of  common  control.  He  suggests  that  the 
limited  voting  power  of  the  large  shareholder  may  be  responsible  for  this  condi- 
tion. In  various  large  public  service  companies  there  is  a  prescribed  voting  scale 
and  no  person  no  matter  how  large  his  holdings  can  have  more  than  the  prescribed 
maximum  of  votes  (5,  10  or  30). 
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200 — Public  Service  Regulation. 

A  Reply  to  Max  Thelen,  by  H.  S.  Cooper.  Journal  of  Electricity, 
Power  and  Gas,  5  pages,  April  11,  1914,  p.  316. 

This  is  a  refutation  of  the  paper  by  Mr.  Max  Thelen,  "A  Just  and  Scientific  Basis 
for  the  Establishment  of  Public  Utility  Rates,"  abstracted  in  4  Rate  Research 
143.  With  reference  to  Mr.  Thelen's  defence  of  the  principal  and  agent  theory, 
it  is  said  that  if  his  premises  were  fully  and  completely  stated  and  if,  upon  such 
statement,  they  were  found  to  be  axioms,  or  absolutely  proved  conclusions  from 
former  theorems,  there  might  be  some  basis  for  his  conclusions;  but,  being  imper- 
fect, incomplete  and  unproven,  any  conclusion  based  on  them  must,  necessarily,  be 
the  same.  It  is  held  that,  if  the  relations  between  utility  and  public  are  anything 
at  all  they  are  those  of  co-laborers  or  co-partners.  "Charters"  and  "franchises" 
are  not  merely  permissive  nor  are  they  mandatory,  they  are,  both  of  them,  actual 
"agreements"  between  two  willing  contracting  parties.  With  regard  to  Mr. 
Thelen's  arguments  concerning  land  values,  it  is  said  that  if  in  any  particular 
community  the  right  of  all  private  citizens  to  the  unearned  increment  is  assailed 
or  taken  away  by  the  public,  then  the  utility,  as  one  of  the  citizens,  should  go  into 
the  same  category,  but  to  make  a  distinction  of  this  character  where  the  original 
transaction  was  identical  and  made  in  good  faith  by  all  parties  concerned,  is, 
virtually,  confiscation,  and  not  in  accord  with  the  course  that  should  be  pursued 
by  a  sovereign  public  where  the  other  party  has  continued  to  act  in  good  faith. 
It  is  a  case  where  "might  does  not  make  right."  It  is  asserted  that  the  theories 
advanced  are  socialistic,  and  ultra-radical;  and  that  before  they  are  put  into 
practice,  their  justice,  equity,  and  feasibility  should  be  proved. 


MUNICIPALITIES 

830— Public  Ownership. 

An  Easy  Way  to  Raise  Rates.     Editorial,  Electric  Railway  Journal, 

April  11,  1914,  p.  805. 

This  states  that  Italy  provides  an  example  of  what  to  expect  in  case  of  labor  trouble 
under  government  ownership  of  railways.  Faced  by  a  threat  of  a  strike  involving 
100,000  state  railway  employees,  the  premier  has  agreed  to  pension  and  wage  in- 
creases that  will  cost  $3,000,000  annually,  and  he  informed  the  Chamber  of  Depu- 
ties on  Sunday,  in  what  the  press  reports  to  be  an  off-hand  manner,  that  this  sum 
was  "to  be  obtained  by  increasing  the  railway  rates."  The  system  here  exhib- 
ited has  at  least  the  merit  of  simplicity  and  dispatch.  There  are  no  long  drawn- 
out  hearings  and  investigations  such  as  are  necessary  here  to  adjust  wages  or  to 
increase  rates.  But  of  course  the  money  to  pay  for  the  premier's  liberality  will 
come  out  of  the  pockets  of  Italian  travelers  and  shippers,  and  in  the  long  run  it 
is  very  doubtful  whether  or  not  they  will  enjoy  repeated  experiences  of  this  char- 
acter which,  history  shows,  are  to  be  expected  under  municipal  or  government 
ownership  of  public  utilities. 

830— Public  Ownership. 

Government  Telephones,  by  Will  Payne.  Saturday  Evening  Post, 
3  pages,  April  18,  1914,  p.  3. 

This  is  a  detailed  description  of  the  telephone  situation  in  England  under  govern- 
ment ownership.  It  is  said  that  there  is  no  cjuestion  that  the  fast,  dependable  ser- 
vice possible  in  the  United  States  is  not  possible  in  England.  The  government 
telephone  system  has  not  such  service  to  sell  at  any  price.  The  difTercnce  between 
the  situation  in  England  at  the  time  of  the  taking  over  of  the  National  Telephone 
Company,  and  the  situation  in  America  is  pointed  out.  As  to  results,  it  is  said 
to  be  a  fair  statement  that  the  British  service,  originally  not  good,  has  not  im- 


5         Rate     Research  63 


proved  under  government  owTiership.  Rates  have  not  been  reduced;  and  the  mea- 
ger information  so  far  available  indicates  that  the  government  has  made  less 
profit  from  the  lines  than  the  private  owners  did.  The  growth  of  the  power  of  the 
labor  unions  within  the  British  postoffice  department  is  brought  out.  It  is  said 
that  the  organized  employees  of  the  postoffice  constitute  a  political  factor  that 
every  political  leader  is  bound  to  take  into  accoimt.  One  may  regard  that  as  a 
good  thing  or  a  bad  thing,  according  to  taste  and  inclination;  but  it  is  a  thing 
that  must  be  taken  into  account  in  any  consideration  of  government  ownership 
in  a  democratic  country.  A  large  body  of  citizens  who  stand  in  a  dual  relation- 
ship to  the  government,  first  as  its  employees,  then  as  voters,  tends  to  create  a 
rather  difficult  situation  in  any  democratic  country,  especially  if  the  employees 
are  well  organized,  as  they  are  in  England,  and  therefore  able  to  act  promptly  as 
a  unit.  Due  to  the  comparatively  small  size  of  the  British  Government's  trading 
enterprises,  this  is  a  much  less  dangerous  fact  than  it  would  be  in  America. 

830— Public  Ownership. 

The  Proposed  Government  Ownership  and  Operation  of  the  Tele- 
graph andTelephone  Systems  in  the  United  States,  by  J.  Heron 
Crosman,  Jr.  Read  before  the  Pittsburgh,  Pa.,  Telephone  Society, 
March  2,  1914,  and  the  Philadelphia,  Pa.,  Telephone  Society,  March 
18,  1914.  Supplement  to  the  Telephone  News,  March  15,  1914.  Pamph- 
let, 25  pages. 

This  discusses  the  question  of  public  ownership  of  telephones  and  telegraphs. 
There  is  a  comparison  of  the  service  here  and  abroad,  and  the  difference  in  con- 
ditions as  affecting  public  ownership.  There  is  an  analysis  of  the  figures  and 
facts  given  by  Congressmen  Davis  J.  Lewis  of  Maryland  to  prove  that  they  are 
inaccurate  and  misleading.  In  conclusion  it  is  said  that  while  it  cannot  be  claimed 
that  the  United  States  has  the  best  telephone  service  merely  because  it  has  the 
most  telephones,  the  biggest  switchboards,  the  longest  lines,  nor  the  most  thor- 
oughly trained  operators;  nor  because  it  has  invented  and  perfected  unexcelled 
apparatus;  nor  even  because  it  has  the  most  capital  to  work  with.  It  is  the  best 
in  the  world  because  it  is  the  most  widely  available  and  the  most  widely  used, 
and  because  it  has  for  its  operating  forces  men  and  women  who  are  devoted  to  its 
advancement,  and  who  have  won  and  held  their  positions  not  by  reason  of  political 
pull,  but  by  reason  of  merit  and  ability,  courage  and  steadfastness,  training  and 
aptitude  for  their  work  and  loyalty  to  their  chosen  profession.  It  seems  a  far 
cry  that  the  American  public  will  ever  consider  seriously  the  irresponsible  figures 
and  illogical  arguments  of  iconoclasts  like  those  who  are  agitating  the  operation 
of  this  great  commercial  and  social  adjunct  by  a  politically  administered  depart- 
ment of  the  government. 

830— Public  Ownership. 

Three  Cent  Light  in  Cleveland,  by  H.  W.  Wilson.  The  Bureau 
of  Public  Service  Economics,  New  York.     Pamphlet,  11  pages. 

This  analyzes  the  results  of  municipal  ownership  of  electric  lighting  plants  in 
Cleveland,  to  show  that  the  three-cent  rate  recently  fixed  by  ordinance  for  the 
municipal  plants  is  not  a  practical  rate.  It  is  said  that  Cleveland's  experience 
with  municipal  ownership  may  be  briefly  summed  up  as  follows:  (1)  No  electric 
current  has  ever  been  sold  for  residence  lighting  purposes  at  three  cents  per  kilo- 
watt hour.  Municipal  current  for  lighting  purposes  has  never  been  sold  at  a  rate 
averaging  below  approximately  seven  cents;  (2)  Municipal  owTiership  has  not 
affected  the  cost  of  street  lights;  (3)  Cleveland's  modern  municipal  plant,  built 
in  1906  and  serving  only  such  contiguous  territory  as  could  be  served  most  eco- 
nomically, built  at  a  direct  cost  to  tax-payers  of  $306,665.75,  has  never  paid  a 
dollar  of  taxes,  or  a  dollar  of  interest  on  the  money  taken  from  taxes;  has  received 
thousands  of  dollars  of  free  service  from  other  city  departments  supported  by  the 
ta-x-payers;  has  never  returned  to  the  city  treasury  a  dollar  of  the  money  taken 
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therefrom,  and  is  about  to  be  scrapped,  entailing  a  complete  loss  of  a  large  part 
of  the  investment;  (4)  During  eight  years  of  municipal  operation  an  average  rate 
of  nearly  seven  cents  per  kilowatt  hour  has  been  inadequate  to  cover  cost  of 
operation,  maintenance  and  depreciation — to  say  nothing  of  interest  and  lost  taxes. 
Therefore  any  statement  that  a  mimicipal  plant  in  Cleveland  can  or  will  be  suc- 
cessfully operated  at  a  three-cent  rate,  is  a  prophecy  rather  than  a  demonstrable 
fact. 

GENERAL 

738— Bibliographies. 

Select  List  of  References  on  the  Valuation  of  Public  Service 

Corporations.     Compiled   by   Mary   M.    Rosemond.    Pamphlet,  25 

pages. 

This  is  a  bibliography  on  valuation,  compiled  by  the  legislative  reference  assistant 
of  the  Iowa  State  Library,  for  the  committee  on  railroad  taxes  and  plans  for  ascer- 
taining fair  valuation  of  railroad  property,  of  the  National  Association  of  Rail- 
way Commissioners. 

980— Public  Relations. 

The  Railways  Appeal  to  the  Public.  Editorial,  Railway  Age  Ga- 
zette, April  17,  1914,  p.  866. 

This  draws  attention  to  the  fact  that  Senator  Cummins,  of  Iowa,  on  Monday,  on 
the  floor  of  the  Senate  criticized  the  railways  for  carrying  on  a  campaign  to  create 
a  public  opinion  favorable  to  an  increase  in  rates.  He  charged  that  in  carrying 
on  this  campaign  the  railways  have  been  misleading  the  public.  It  is  said  that  it 
is  true  that  the  railway  managements  have  been  trying  for  years  to  change  public 
sentiment  toward  the  railways.  The  need  for  doing  this  was  created  largely  by 
the  flagrant  misrepresentations  of  railway  matters  by  muckrakers  in  the  maga- 
zines and  a  certain  class  of  public  men  from  the  Chautauqua  platform.  And 
among  the  public  men  who  have  most  persistently  and  flagrantly  misrepresented 
railway  matters  in  public  addresses  is  Senator  Cummins  himself.  It  is  asserted 
that  it  is  wrong  for  chairmen  of  state  railroad  commissions  and  United  States 
senators  to  use  the  prestige  of  their  official  positions  to  secure  dissemination  of  the 
grossest  misinformation  regarding  railways  for  the  purpose  of  influencing  public 
opinion. 

149 — Holding  Companies. 

Mr.  Tripp  on  the  Holding  Company  Bill.  Electrical  World,  one- 
fifth  page,  April  11,  1914,  p.  801. 

This  quotes  Mr.  Guy  Tripp  to  the  effect  that  the  one  criticism  to  be  made  of  the 
Clayton  bill  is  the  revival  of  the  idea  that  "lessening  competition"  constitutes  a 
violation  of  the  Sherman  anti-trust  act  or  any  other  law  (unless  it  goes  so  far  as 
to  create  a  restraint  of  trade  or  constitutes  a  monopoly).  A  practice  which 
lessens  competition  is  not  in  itself  contrary  to  the  highest  standard  of  business 
ethics,  nor  does  it  menace  in  any  degree  the  public  welfare  unless  it  reaches  a  i)oint 
where  it  restrains  or  monopolizes  trade.  This  language  and  the  still  more  com- 
prehensive language  in  some  others  of  the  "Five  Brothers"  bills,  sustains  the  the- 
ory of  free  and  unrestricted  competition,  disregarding  the  fact  that  such  practices 
are  the  surest  foundation  for  monopoly.  It  is  unnecessary  to  cite  instances  of 
monopolistic  corporations  having  been  built  solely  by  the  use  of  the  weapons  of 
free  competition.  Restraint  of  trade  and  monopolies  should  be  prevented,  but 
elimination  of  useless  competition  by  co-operation  is  in  almost  numl)erlcss  cases  not 
only  desirable  from  the  standpoint  of  the  parties  themselves,  but  distinct  ly  in  the 
interest  of  the  public  in  that  it  prevents  unnecessary  waste,  and  co-operation  of 
this  character  should  not  be  prohibited  by  statute. 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

COMMISSION  DECISIONS 

WISCONSIN 

540 — Minimum  Charge. 

The  Application  of  The  Milton  Water  Light  and  Power  Com- 
pany for  Authority  to  Put  in  Effect  a  Minimum  Charge  for  Electric 
Service.  Decision  of  the  Wisconsin  Railroad  Commission,  Granting 
the  Application.     March  27,  1914. 

In  some  cases  the  Commission  has  recommended  the  adoption  of  a 
minimum  charge  of  less  than  75  cents,  but  from  a  consideration  of 
all  the  facts  available  in  this  case,  we  believe  that  the  application 
for  authority  to  put  in  a  minimum  charge  of  75  cents  per  month  is 
a  reasonable  one. 

PENNSYLVANIA 

132 — Protection  from  Competition. 

Application  of  the  Schuylkill  Light,  Heat  and  Power  Company 
for  Approval  of  an  Ordinance  Granting  it  the  Right  to  Furnish  Elec- 
tric Current  for  Light,  Heat  and  Power  in  the  Borough  of  Ashland. 
Decision  of  the  Pennsylvania  Public  Service  Commission,  Dismiss- 
ing the  Apphcation.     April  10,  1914. 

The  Eastern  Pennsylvania  Light,  Heat  and  Power  Company  furnish- 
ing service  in  Ashland,  protested  the  granting  of  the  application.  The 
Commission  found  that  the  Eastern  Pennsylvania  Company  could 
furnish  and  had  been  furnishing  adequate  service  and  that  public  con- 
venience and  necessity  did  not  require  the  entrance  of  a  second  com- 
pany into  the  field.  In  this  case,  the  question  of  the  advisability  of 
admitting  competition  is  presented  to  the  Pennsylvania  Commission 
for  the  first  time.     The  decision  says: 

No  doubt  it  is  the  expectation  of  the  municipality  that  by  reason 
of  the  competition  in  this  way  introduced,  a  lesser  rate  for  service 
will  be  secured. 

Section  II  of  Article  III  of  the  Act  of  July  26th,  1913,  provides  that 
"no  contract  or  agreement  between  a  public  service  company  and 
any  municipal  corporation  shall  be  valid  unless  approved  by  the  Com- 
mission," and  Section  2  Article  III  of  the  same  Act  provides  that 
"if on  the  approval  of  the  Commission  evidenced  l)y  its  Certificate 
of  Public  Convenience  first  had  and  obtained,  and  not  otherwise, 

Editorial  Note.^AU  indented  matter  is  direct  quotation. 
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it  shall  be  lawful  for  any  proposed  public  service  company  (b)  to 
begin  the  exercise  of  any  right,  power,  franchise  or  privilege  urder 
any  ordinance,  municipal  contract  or  otherwise." 

It  is  plain  that  the  approval  by  the  Commission  and  the  giving  of 
its  Certificate  of  Public  Conveniei  ce  involves  the  determination  by 
the  Commission  that  the  carrying  into  effect  of  the  proposed  con- 
tract would  be  for  benefit  of  the  public.  Does  it  appear  that  the 
approval  of  this  contract  would  result  in  such  benefit?  The  pas- 
sage of  the  Act  of  July  26th,  1913,  and  of  similar  Acts  in  nearly  all 
of  the  other  States  indicates  a  general  judgment  that  a  reliance 
upon  competition  between  public  service  companies  for  securing 
adequate  service  and  proper  rates  has  not  been  successful  and  that 
hereafter  supervision  by  properly  constituted  authorities  is  to  be 
substituted.  Long  experience  has  shown  that  while  the  temporary 
effect  of  competition  between  public  utilities  occupying  the  same 
territory  is  to  lower  rates,  the  final  is  likely  to  be  the  absorption  of 
one  by  the  other  and  then  an  increase  of  rates  to  pay  the  expense 
of  the  warfare.  The  experience  of  Ashland  which  once  had  two  or 
three  competitive  companies  all  of  them  absorbed  by  the  strongest 
is  an  illustration.  The  municipality  in  the  case  of  companies  furnish- 
ing light  is  burdened  with  the  inconvenience  and  difficulties  which 
arise  from  the  presence  of  duplicated  poles  and  wires  and  finally 
has  to  pay  at  least  a  reasonable  returr  upon  the  increased  capital 
required  by  such  duplication.  The  question  alwaj's  is  by  what 
means  can  the  public  convenience  be  best  served.  It  may  well  be 
that  occasions  will  arise  when  because  of  some  fundamental  defect 
in  the  service  by  the  company  in  the  occupancy  of  the  territory  due 
to  inadequacy  of  plant,  want  of  financial  strength,  or  other  reason, 
the  public  would  be  benefited  by  the  introduction  of  a  competing 
company.  Such  cases  can  be  determined  upon  their  own  merits 
as  they  arise.  No  such  difficulties  are  met  with  in  the  present  case. 
The  Eastern  Pennsylvania  Light,  Heat  &  Power  Company  has  occu- 
pied the  territory  for  twenty-nine  years.  Its  plant  is  adequate. 
It  has  supplied  the  municipality  and  the  people  during  the  entire 
period  with  comparatively  little  complaint.  Should  its  rates  be 
unreasonable,  discriminatory  or  unduly  burdensome  it  is  always  within 
the  power  of  the  Commission  upon  proper  complaint  to  control  them 
and  afford  relief. 

The  Commission  is  of  the  opinion  that  the  introduction  into  the 
municipality  of  the  poles  and  wires  of  a  second  company  organized 
for  purposes  of  competition  would  be  at  least  of  doubtful  utility. 
The  approval  of  the  ordiance  is  therefore  \\ith-held  and  the  applica- 
tion for  its  approval  is  dismissed. 

INDIANA 

300 — Investment  and  Return. 

The  City  of   Union  City,   Randolph   County,   Indiana,  vs.   The 
Union  Heat,  Light  and  Power  Company,  Asking  for  the  Determina- 
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tion  of  Reasonable  Rates  for  Natural  Gas.  Decision  of  the  Indiana 
Public  Service  Commission,  Fixing  Rates.     February  7,  1914. 

Although  this  decision  concerns  a  natural  gas  property,  certain  of  the 
holdings  are  applicable  to  the  valuations  of  any  public  utility  property. 

312.1— Physical  Property. 

The  Company  has  a  certain  amount  of  unused  pipe  and  asked  that 
its  value  be  included  in  the  Commission's  valuation.  The  Commis- 
sion considered  it  as  non-operating  property  and  dismissed  the  ques- 
tion as  follows: 

The  Act,  Section  Nine,  provides  that:  "The  Commission  shall 
value  all  the  property  of  every  Public  Utility  actually  used  and 
useful  for  the  convenience  of  the  public."  Such  a  valuation  is  con- 
templated for  any  purpose,  whether  for  rate  making  or  public  pur- 
,  chase.  We  think  the  law  is  well-defined  in  re  La  Crosse  Gas  and 
Electric  Company,  case  8  W.  R.  C.  138,  which  holds,  "That  when 
unused  property  may  be  disposed  of  without  affecting  the  business, 
the  only  warrant  for  its  retention  is  expected  savings  and  additional 
net  income. 

This  being  the  case,  an  addition  to  the  physical  value  of  the  plant 
for  non-operating  property  can  be  justified  for  rate  making  pur- 
poses, only  when  the  net  income  expected  therefrom  is  added  to  the 
actual  income  or  is  deducted  from  the  operating  expenses.  This 
case  further  decides  that  the  simplest  equitable  method  would  be, 
it  seems,  not  to  consider  these  investments  in  the  determination  of 
rates. 

We  believe  the  safe  rule  is:  That  unused  property,  when  not  em- 
ployed as  an  emergency  or  reserve  unit,  should  not  be  included  in  a 
physical  valuation  for  rate  making  purposes.  There  is  not  sufficient 
evidence  that  this  is  property  used  and  useful  for  the  convenience 
of  the  public,  to  warrant  its  incorporation  in  the  appraisal. 

312.9— Paving  Over  Mains. 

The  evidence  further  shows  that  all  the  pipe  under  paved  streets 
had  been  laid  before  the  streets  were  paved  and  it  does  not  show 
that  such  pavement  was  made  at  the  expense  of  the  respondent. 
We  think  it  clear  that  since  the  Company  was  not  burdened  with 
this  expense,  they  should  not  be  allowed  to  add  it  to  the  value  of 
the  plant,  and  thereby  assess  the  public  for  a  charge  never  incurred 
by  them.  Since  the  life  of  this  plant  is  only  estimated  at  eight  or 
ten  years,  for  the  production  of  natural  gas,  it  is  unlikely  that  this 
pavement  will  have  to  be  taken  up  and  relaid  by  the  Company  in  the 
installation  of  new  mains. 

This  position  has  been  taken  by  the  Iowa  Court  in  Cedar  Rapids, 
144  Iowa  426,  which  decision  was  affirmed  by  the  U.  S.  Supreme 
Court  in  223  U.  S.  665.  Both  the  Public  Service  Commission  of 
New  V^ork  in  Malien  vs.  Kings  Co.  Lighting  Company,  2  P.  S.  C. 
1st  D.  (N.  Y.),  and  the  Wisconsin  Railroad  Commission  in  City 
of  Ripon  vs.  Ripon  Light  and  Water  Co.,  5  W.  R.  C.  1,  arc  in  accord 
with  the  Iowa  case,  supra. 


70  5         Rate     Research 


314— Overhead  Charges.  ' 

An  allowance  of  12%  has  been  added  to  the  physical  value,  for  emer- 
gency, superintendence,  interest  during  construction,  contingencies, 
etc. 

315.1— Going  Value. 

Going  value  is  the  potential  business  value,  the  amount  of  which 
must  be  determined  by  the  net  income  which  a  plant  in  operation  can 
produce,  in  excess  of  that  which  a  substitute  plant  of  like  character 
can  produce,  the  construction  of  which  is  begun  at  the  time  of  valua- 
tion the  annual  excess  income  being  reduced  to  present  worth.  Thus 
while  going  value  on  one  side  depends  upon  the  earnings  of  the  plant 
being  valued,  it  is  dependent  on  the  other  side  upon  the  rate  at 
which  it  would  be  possible  for  a  new,  or  substitute  plant,  to  acquire 
business  in  the  same,  through  a  clear  field,  beginning  with  the  time 
the  valuation  takes  place.  In  other  words,  it  is  the  difference  in 
earnings  of  the  plant  in  question  and  the  probable  earnings  of  a  sub- 
stitute plant  with  all  its  business  to  acquire  between  the  time  of  val- 
uation and  that  time  in  the  future  when  their  revenues  are  supposed 
to  become  equal,  that  constitutes  the  measured  going  value.  (Whit- 
ten  P.  502.) 

It  would  seem  that  the  respondent  Company  in  its  long  operation 
as  a  monopoly  should  have  recouped  itself  for  early  deficits,  during 
the  formative  period  in  its  development,  especially  since  it  has  had 
power  to  regulate  its  own  rates,  and  it  seems  to  have  done  this. 
Rates  have  been  materially  advanced  at  least  four  times  and  we 
must  presume  that  their  rates  were  so  increased  as  to  meet  any 
deficit  growing  out  of  early  operation  and  pioneer  development.  .  . 

In  the  Cumberland  Telephone  and  Telegraph  Company  vs.  City 
of  Louisville,  187  Fed.  637,  the  Court  holds  substantially  that  if 
fair  value  for  rate  making  purposes  is  based  on  cost  of  reproduction, 
less  depreciation,  due  recognition  is  given  to  the  fact  that  the  property 
is  a  going  concern. 

INDIANA 

300 — Investment  and  Return. 

Application  of  the  Hoodley  Telephone  Company  for  an  Increase  in 
Telephone  Rates  at  Gosport,  Indiana,  Decision  of  the  Indiana  Public 
Service  Commission,  Authorizing  the  Increase.     January  12,  1914. 

The  company's  rates  had  been  fixed  by  the  franchise  granted  by  the 
town  of  Gosport.  The  Commission  found  that  under  these  rates 
the  company  was  operating  at  a  loss  and  found  that  the  proposed  in- 
crease was  justifiable. 

224.5— Rates  Fixed  by  Contract. 

The  answer  to  this  petition  raised  a  question  by  implication,  and 
that  is  this.  The  town  of' Gosport  having  granted  this  company 
a  franchise  to  conduct  this  telephone  business  at  a  certain  rate  and, 
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it  having  been  accepted,  should  not  the  company  having  made  this 
contract,  with  its  eyes  open,  abide  by  it? 

In  Section  101  of  the  public  utility  commission  act,  it  is  prescribed. 
"Any  public  utility  operating  under  an  existing  license,  permit  or 
franchise,  shall,  upon  filing,  at  any  time  prior  to  the  expiration  of 
such  license,  permit  or  franchise,  and  prior  to  July  1,  1915,  with 
the  clerk  of  the  municipality  which  granted  such  franchise  and 
with  the  Commission,  a  written  declaration,  legally  executed,  that 
it  surrenders  such  license,  permit  or  franchise,  receive,  by  operation 
of  law,  in  lieu  thereof,  an  indeterminate  permit  as  provided  in  this 
act;  and  such  pubUc  utility  shall  hold  each  permit  under  all  the 
terms,  conditions  and  limitations  of  this  act."     . 

In  the  case  City  of  Gary,  Indiana,  vs.  Gary  Interurban  Railroad 
Company,  the  question  is  met  and  disposed  of  in  the  following  man- 
ner. "It  would  appear  to  be  the  law  that  in  all  matter  touching 
the  granting  of  franchises  the  power  of  the  legislature  to  change, 
alter  or  rescind  the  franchises  so  far  as  the  city  itself  is  concerned 
is  full,  complete  and  perfect.  It  is  simply  the  power  of  the  princi- 
pal over  its  agent.  As  the  franchise  was  granted  by  the  city,  acting 
as  an  agent  only,  it,  the  city,  has  no  right  in  the  franchise,  except 
as  it  represents  the  right  of  its  principal.  If  the  principal,  at  any 
time,  for  any  reason  satisfactory  to  itself,  chooses  to  withdraw  from 
the  contract,  abandon  its  rights  or  forego  its  benefits,  the  city  grant- 
ing the  franchise  has  no  right  to  be  heard,  and  its  contentions  can  in 
no  wise  prevail  as  against  the  State.  The  legislature  being  the  su- 
preme guardian,  the  principal  in  the  transaction,  has  absolute  and 
full  control  of  the  entire  matter,  and  can  do  as  it  elects  to  do,  even 
over  the  protest  and  objects  of  its  agent,  the  city.  In  this  particular 
instance,  the  State  has  the  right  by  its  legislature  to  say  that  all  the 
benefits  and  advantages  that  accrued  to  the  city  as  the  agent  of  the 
State  may  be  abandoned.  If  it  chooses  to  say  that  and  does  say 
it,  the  city  of  Gary  is  helpless,  and  its  protests  and  objections  can 
avail  nothing. 

This  is  the  full  philosophy  and  theory  of  the  indeterminate  permit 
mentioned  in  the  Shively-Spencer  Utility  Commission  Act." 

"By  virtue  of  the  provisions  of  the  above  quoted  section,  the  State 
exercises  its  inherent  and  sovereign  right  to  pass  directly  over  the 
head  of  its  agent,  and  to  deal  with  the  other  contracting  party, 
the  utility,  and  to  say  to  such  utility,  even  over  the  protest  and  ob- 
jection of  its  agent,  the  municipality,  that  if  such  utility  will  sur- 
render its  franchise  and  submit  itself  to  the  just  regulation  of  this 
Commission,  that  the  State  will  forego  all  the  advantages  and 
benefits  it  has  received  under  the  frai  chise.  Now,  what  right  has 
the  city  to  object  if  the  principal  chooses  to  forego  its  advantages; 
of  what  avail  is  the  opposition  of  the  agent?  The  answer  is  none. 
The  power  to  offer  to  the  utility  the  option  of  surrendering  its  fran- 
chise and  its  benefits  and  advantages  and  accepting  the  indetermi- 
nate permit,  is  clear  in  the  light  of  the  foregoing  authorities,  and 
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the  foregoing  reasoning.  It  is  a  just  exercise  of  a  lawful  power  on 
the  part  of  the  State.  The  only  other  question  involved  in  this 
controversy  is,  has  the  State  by  any  act  of  its  legislature  since  the 
granting  of  the  franchise  herein  involved  enacted  any  law  by  which 
it  agrees  to  surrender  any  advantage  it  has  obtai-ied  under  such 
franchise?  We  maintain  that  it  has  not.  It  has  offered  in  Section 
101,  and  other  sections  touching  the  indeterminate  permit,  the 
option  to  the  Gary  Interurban  Railway  Company  of  surrendering 
its  franchise  and  submitting  itself  to  the  regulation  of  this  Com- 
mission, and,  in  consideration  of  its  so  doing,  to  relieve  such  com- 
pany of  the  liabilities  and  burdens  imposed  upon  it  by  tl  is  fran- 
chise. So  far,  the  railway  company  has  declined  to  avail  itself  of 
this  opportunity;  but  it  is  insisted  that  the  provisions  of  the  Shively- 
Spencer  Utility  Commission  Act,  touching  discrimination  in  the 
sales  of  service,  has  rendered  it  unlawful  for  the  railway  company  to 
longer  comply  with  the  provisions  of  this  franchise.  This  position 
cannot  be  maintained.'' 

713—  FILING  OF  SCHEDULES 

PENNSYLVANIA 

The  Pennsylvania  Public  Service  Commission  issued  an  order  April  9, 
1913,  requiring  all  public  service  companies  subject  to  its  jurisdiction 
to  file  with  the  Commission  not  later  than  June  1,  1914,  all  rate 
schedules  which  were  in  effect  January  1,  1914. 

ILLINOIS 

The  Illinois  Public  Utilities  Commission  issued  an  order  January 
6,  1914,  requiring  all  schedules  which  were  in  effect  at  that  time  or 
which  had  been  in  effect  at  any  time  since  July  1,  1913,  to  be  filed  not 
later  than  February  1,  1914. 

COURT   DECISIONS 

NEW  JERSEY 

220 — General  Powers  of  Commissions. 

West  Jersey  &  S.  R.  Co.  vs.  Board  of  Public  Utilities  Commis- 
sioners. Mandamus  to  Require  the  Commission  to  Approve  a  Pro- 
posed Lease.  Decision  of  the  Supreme  Court  of  New  Jersey  Deny- 
ing the  Application.     February  21,  1914.     89  Atlantic  1017. 

The  decision  of  the  Commission  in  this  case,  denying  the  company's 
application  for  a  999  year  lease  to  the  Penrsyhania  Railroad  Co., 
was  abstracted  in  4  Rate  Research,  43. 

The  position  taken  by  the  relator  is  that  the  board  is  confined  to 
determining  whether  the  conditions  under  which  the  statute  author- 
izes a  lease  exist,  and  whether  the  statutory  procedure  has,  in  all 
respects,  been  followed,  and  that,  if  the  statute  is  construed  to  vest 
broader  powers  in  the  board,  it  delegates  legislative  power  in 
violation  of  the  Constitution.  .  .  .  The  Public  Utility  Act 
does    not    delegate    to   the    boartl    the    determination  of  whether 
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the  leasing  of  the  road  of  one  company  to  another  shall  be  sanctioned, 
without  prescribing  a  general  rule  by  which  such  board  should  be 
governed  in  reaching  its  determination.  On  the  contrary,  the 
Legislature  by  the  Public  Utility  Act  has  attached  to  the  exercise 
of  privileges  and  powers  granted  by  it,  the  condition  that,  in  the  exer- 
cise of  such  privileges  and  powers,  the  determination  of  the  board 
that  the  limitations  and  restrictions  to  which  such  privileges  and 
powers  are  subject  have  not  been  exceeded,  shall  be  first  had.  That 
it  may  lawfully  do.  It  is  not  only  within  the  power,  but  is  also  the 
duty,  of  the  board  to  require  that  the  instrument  by  which  such 
privileges  and  powers  are  proposed  to  be  exercised  shall  be  so  framed 
as  to  put  it  beyond  reasonable  doubt  that  such  limitations  have 
not  been  exceeded. 

REFERENCES 
RATES 

624— Power  Factor. 

Power- Factor  of  Alternating  Current  Circuits,  by  G.  M.  Brown 
and  N.  Shuttleworth.  General  Electric  Review,  7  pages,  May,  1914, 
p.  451. 

The  authors  have  presented  a  very  complete  and  interesting  discussion  of  an  im- 
portant practical  problem  confronting;  the  central  station  manager.  Formerly, 
the  c}uestion  of  power-factor  was  no  problem  because  the  loads  were  chiefly  lighting 
or  railway.  However,  the  past  ten  years  has  seen  a  rapid  industrial  development. 
For  all  classes  of  this  work,  the  induction  motor  has  taken  the  lead  until  now  we 
find  on  many  systems  that  the  induction  motor  load  is  larger  than  the  lighting 
load.  The  authors  have  described  English  practice  in  particular.  In  America, 
both  the  synchronous  condenser  and  phase  advancer  are  in  successful  use.  On 
this  side  we  have  been  forced  by  our  long  high  voltage  lines  to  the  general  use  of 
the  synchrono>is  condenser  with  its  excitation  under  automatic  control,  this  ar- 
rangement giving  automatic  voltage  control  as  well  as  automatic  phase  or  power- 
factor  control.  These  machines  are  in  operation  in  various  sizes  up  to  1.5,000 
kv-a.  The  phase  advancer  has  only  recently  been  developed  in  this  country  and 
reports  on  it  are  most  encouraging. 

611— Light. 

The  Lighting  Situation  in  Minneapolis,  by  Clyde  Lyndon  King. 
National  Municipal  Review,  1  i  age,  April,  1914,  p.  380. 

This  contends  that  Minneapolis  is  one  of  the  cities  of  the  United  States  that  is 
handling  its  own  lighting  problems  without  any  aid  from  a  state  public  service 
commission.  The  statement  is  made  that  its  experience  shows  what  a  city  can 
do  in  the  way  of  getting  reasonable  rates  and  efficient  service  if  civic  standards 
be  but  adequately  enlightened.  The  terms  of  the  city's  contract  with  the  gas 
company  and  a  brief  sketch  of  the  history  of  the  gas  regulation,  is  given.  Rates 
paid  by  the  city  for  electric  street  lighting  since  1912  are  shown.  It  is  said  that 
one  reason  for  the  relatively  low  price  conceded  by  the  company  for  191-1  ($60)  is 
the  fact  that  the  city  is  continually  extending  its  crematory  lighting  system  and 
that  the  completion  of  the  high  dam  in  the  river  between  the  Twin  Cities  will 
possibly  put  the  company  out  of  the  street  lighting  business  in  two  or  three  years. 
Over  the  Minneapolis  General  Electric,  as  over  the  gas  company,  the  city  has 
complete  power  through  its  franchise.  The  power  and  lighting  rates  for  retail 
commercial  lighting  range  from  8  cents  per  kilowatt-hour  for  the  first  100  kilowatt- 
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hours  per  month  to  4^  cents  per  kilowatt-hour  for  all  over  600  kilowatt-hours  per 
month.  The  retail  power  rate  varies  from  6  cents  per  kilowatt-hour  for  the  first 
200  kilowatt-hours  per  month  to  3  cents  per  kilowatt-hour  for  all  over  600  kilowatt- 
hours  per  month. 

600— Rate  Differentials. 

Public  Utilities  and  Public  Opinion,  by  G.  R.  P.\rker.  General 
Electric  Review,  4|  pages,  May,  1914,  p.  482. 

This  is  an  article  dealing  with  the  relationship  between  the  public  and  public  util- 
ities. The  author  defines  public  utilities  and  notes  specially  that  they  are  de- 
pendent upon  the  public.  The  author  points  out  that  some  industries  by  their 
nature  should  be  monopolies  where  competition  in  others  is  desirable.  The  regu- 
lation of  public  utilities  by  means  of  commissioners  is  dealt  with,  and  it  is  pointed 
out  that  the  regulation  of  such  is  for  the  benefit  of  all  concerned.  The  public  is 
protected  against  inefficient  service  and  e.xhorbitant  rates,  while  the  public  util- 
ities are  guarded  against  the  granting  of  franchises  which  would  lead  to  the  mi- 
necessary  duplication  of  service  in  one  district.  The  author  pays  considerable 
attention  to  rate  making,  explaining  the  general  underlying  principles,  and  point- 
ing out  the  various  factors  which  make  rate  differentials  necessary.  It  is  said 
that  close  study  leads  to  the  conclusion  that  most  public  utilities,  even  without 
the  stimulus  of  competition,  are  making  a  constant  effort  to  let  the  public  share 
the  benefits  resulting  from  improvement  in  the  art,  and  to  give  the  community 
greater  value  for  each  dollar  it  expends. 

INVESTMENT  AND  RETURN 

360 — Depreciation. 

Maintenance  and  Depreciation.  Electric  Railway  Joimial,  2  pages, 
April  18,  1914,  p.  881. 

This  includes  four  communications  in  response  to  the  editorial  in  the  Electro 
Railway  Journal  of  March  21  (see  5  Rate  Research  13)  on  the  great  variation  in 
maintenance  and  depreciation  charges  made  by  different  companies  operating 
under  more  or  less  equal  conditions.  The  question  is  discussed  from  the  point  of 
view  of  the  engineer,  the  company  executive,  and  the  public  accountant.  There 
is  a  general  consensus  of  opinion  that  a  uniform  method  of  handling  maintenance 
and  depreciation  is  at  once  desirable,  and  difficult  to  bring  about. 

310— Valuation. 

An  Interesting  Court  Decision  on  "Development  Cost"  and  "Un- 
earned Increment."  Editorial,  Engineering  and  Contracting,  April 
22,  1914,  p.  459. 

This  notes  that  the  decision  of  the  New  York  Court  of  Appeals  in  the  Kings 
County  Lighting  Case,  makes  New  York  the  first  Eastern  State  to  adopt  the  Wis- 
consin method  of  determining  going  value.  It  is  said  that  the  most  important 
part  of  the  decision  relates  to  "going  value"  or  "development  cost."  The  court 
holds  that  the  accrued  deficit  in  fair  return  constitutes  the  development  cost  or 
"going  value."  It  is  held  that  while  this  is  beyond  question  tnie,  the  court  has 
failed  to  note  that  this  theory  of  arriving  at  development  cost  does  not  even  ac- 
cord with  the  "cost  of  reproduction  theory"  of  appraising  property.  It  does  not 
even  accord  logically  with  the  court's  decision  that  the  c<)mi)any  is  entitled  to 
have  all  increment  in  land  treated  as  an  additional  profit  ami  not  as  an  ordinary 
income.  In  brief,  the  court  has  failed  to  see  that  the  "development  cost"  theory 
is  part  and  parcel  of  the  agency  theory  of  public  utility  control,  which  agency 
theory  is  a  relatively  new  theory  that  caimot  be  made  entirely  retroactive  without 
leading  both  to  injustice  and  inconsistency.  The  "Wisconsin  method"  of  deter- 
mining development  cost  is  a  logical  deduction  from  the  agency  theory,  but  courts 
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and  commissions  usually  fail  to  ask  by  what  right  a  company  can  be  forced  to 
make  an  accoimting  today  for  all  its  previous  acts  when  in  truth  it  was  not  an 
agent  in  the  present  sense  of  that  term.  The  statement  is  made  that  until  com- 
missions and  courts  see  clearly  that  there  are  at  least  two  theories  of  rate  control 
there  can  be  no  consistency  in  the  various  decisions  involving  appraisals  and  rates. 
There  are  two  clearly  separate  theories:  (1)  The  Agency  Theory  and  (2)  the 
Competitive  Theory.  There  is  a  third  that  is  a  mixture  of  the  two,  and  it  is  this 
third  theory  that  has  actually  prevailed  for  many  years,  and  is  still  in  active 
existence  even  in  such  states  as  Wisconsin.  In  some  measure  public  service  com- 
panies have  been  treated  as  public  agents  and  in  some  measure  they  have  not.  In 
so  far  as  they  exercise  powers  of  eminent  domain  they  are  public  agents.  But  in 
so  far  as  they  are  forced  to  engage  in  cut-throat  competition  with  other  com- 
panies, and  indeed,  with  municipally  owTied  plants,  they  are  not  public  agents. 

360 — Depreciation. 

Relation  of  Depreciation  Allowance  to  Interest  on  Investment. 
Editorial,  Electrical  Review,  April  25,  1914,  p.  805. 

This  contrasts  the  straight  line  and  sinking-fund  methods  of  making  allowance 
for  depreciation.  It  is  said  that  the  distinction  of  the  difference  in  status  of  both 
capital  and  depreciation  accounts  in  these  two  cases  is  frequently  overlooked  and 
as  a  result  two  errors  commonly  arise.  One  of  these  is  to  use  the  straight-line 
method  for  figuring  the  amount  to  be  set  aside  for  depreciation  and  to  continue 
to  charge  interest  upon  the  original  capital  investment.  A  realization  of  this  re- 
lation has  given  rise  to  one  of  the  common  methods  of  determining  the  present 
value  of  an  investment,  namely,  by  substracting  from  the  reproduction  value  the 
amount  of  accrued  depreciation.  The  other  error  is  to  use  the  sinking-fund  method 
in  making  allowance  for  depreciation  and  then,  without  realizing  the  fundamental 
distinction  between  this  and  the  former  method,  to  similarly  deduct  the  accepted 
depreciation  from  the  capital  account  or  from  a  valuation  for  rate-making  pur- 
poses. The  latter  is  an  injustice  to  the  investors  in  a  utility  property,  since  the 
entire  capital  representing  original  or  reproduction  cost  is  still  tied  up  in  the  busi- 
ness, and  the  amount  representing  accrued  depreciation  is  not  earning  separate 
interest,  but  must  form  a  part  of  the  depreciation  fund.  The  annual  allowance 
for  depreciation  will  depend  upon  the  method  used.  This  forms  one  element  in 
rate-making.  Unless  a  corresponding  distinction  is  made  in  the  capital  account 
upon  which  fixed  charges  must  be  figured,  it  is  evident  that  a  different  result 
must  be  reached  as  to  the  proper  value  for  a  rate.  This  of  itself  is  sufficient  evi- 
dence that  a  distinction  should  be  made  in  figuring  fixed  charges  in  the  two  cases, 
since  two  methods  can  both  be  correct  only  when  they  give  the  same  results. 

372    Employees  Profit  Sharing. 

Profit  Sharing  and  Labor  Copartnership.  Daily  Consular  and 
Trade  Reports,  1^  pages,  April  22,  1914,  p.  413. 

This  discusses  a  report  which  has  been  published  by  the  British  (Government) 
Board  of  Trade  on  profit  sharing  and  labor  copartnership  abroad.  It  points  out 
the  different  classes  of  business  in  various  countries  in  which  there  has  been  profit 
sharing  or  labor  copartnership.  It  makes  the  assertion  that  in  the  United  King- 
dom a  very  large  number  of  schemes  still  provide  for  the  payment  of  the  bonus 
simply  in  cash,  while  in  the  most  recent  schemes,  particularly  those  of  the  gas 
companies,  the  plan  of  giving  work  people  facilities  for  the  purchase  of  shares  in 
the  undertaking  is  largely  adopted.  Neither  of  these  systems  has  anything  like 
the  same  importance  in  France.  The  typical  French  system  is  that  of  capitaliz- 
ing the  bonus;  and,  of  the  various  methods  by  which  this  can  be  effected,  that 
which  finds  most  favor  is  the  method  of  converting  the  accumulated  bonuses  into 
a  "patrimoine";  that  is  to  say,  a  capital  sum  sufficient  to  provide  a  pension  for  the 
employee  after  his  retirement,  and  also  something  to  leave  to  his  widow  and  chil- 
dren after  his  death.  It  concludes  that  profit  sharing  has  seen  very  few  successes 
in  Germany  and  Switzerland  and,  on  the  whole,  is  not  looked  upon  with  favor  in 
the  United  States. 
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PUBLIC  SERVICE  REGULATION 

260 — History  and  Development  of  Regulation. 

Federal  Relations  Committee  Reviews  Pending  National  Legis- 
lation Affecting  Electric  Railways.  Aera,  1  page,  April,  1914, 
p.  995. 

This  enumerates  the  bills  affecting  electric  railway's,  which  have  been  introduced 
in  the  House;   and  describes  the  general  content  of  each  bill. 

200 — Public  Service  Regulation. 

Overloading  State  Utility  Commissions.  Editorial,  Aera,  April, 
1914,  p.  921. 

This  states  that  whatever  may  be  said  as  to  the  desirability  of  state  or  national 
regulation  of  public  utilities,  the  administrative  difficulties  are  unquestionably 
enormous.  The  amount  of  detail  work  put  upon  the  commissions  of  the  various 
states,  by  the  public  utility  laws,  is  so  great  that  it  is  questionable  whether  any 
of  these  commissions  is  even  yet  equipped,  to  make  available  for  intelligent  use 
the  vast  mass  of  information,  which  the  utilities  are  compelled  to  furnish  them. 
While  regulation  is,  of  course,  not  administration,  in  many  instances,  in  some  of 
its  aspects,  it  is  fast  approaching  it  and  in  consequence  the  detail  assumed  by  the 
commissions  is  swamping  their  forces,  clogging  their  machinery  and  is  responsible 
for  those  delays,  which  are  hampering  to  the  Companies,  annoying  to  the  public 
and  costly  to  the  State. 

252 — Commission  Annual  Reports. 

Public  Service  Commission  Reports,  by  Ralph  E.  Heilman.    National 

Municipal  Review,  2|  pages,  April,  1914,  p.  408. 

This  gives  a  brief  summary  and  criticism  of  the  latest  reports  of  the  Commissions 
of  Ohio,  Wisconsin,  New  Jersey,  Massachusetts  (Gas  and  Electric),  Maryland, 
Rhode  Island,  Oklahoma,  Comiecticut,  New  Hampshire,  Washington,  New  York 
(1st  and  2nd  D),  and  St.  Louis. 

211 — Appointment. 

Appointment  of  Mr.  Daniels,  Editorial,  Electric  Railway  Journal, 

April  18,  1914.     p.  858.' 

This  points  out  that  the  long  delay  in  the  Senate  over  the  confirmation  of  the 
appointment  of  Winthrop  More  Daniels  of  New  Jersey  as  a  member  of  the  Inter- 
state Commerce  Commission  was  an  object  lesson  to  the  country  of  the  lack  of 
fairmindedness  which  characterizes  some  of  those  who  occupy  prominent  posi- 
tions in  the  national  government.  The  opposition  to  Mr.  Daniels  was  enlighten- 
ing. It  was  based  on  the  fact  that  the  New  Jersey  Board  of  Public  Utility  Com- 
missioners, of  which  Mr.  Daniels  was  a  member,  rendered  a  decision  in  the  Public 
Service  Gas  Company  case  in  which  it  made  an  allowance  for  non-physical  values. 
The  fact  that  the  values  are  real  and  that  the  cost  of  them  was  just  as  tangible  as 
the  cost  of  any  item  of  physical  property  entering  into  the  investment  were  super- 
fluous details  to  the  objecting  Senators.  They  pressed  the  charge  that  the  New 
Jersey  decision  unduly  favored  the  company,  because  it  made  an  allowance  for 
values  that  were  not  physical. 

200 — Public  Service  Regulation. 

The  Future  of  Public  Utilities,  by  Thomas  N.  McCarter.  Ab- 
stract of  an  Address  before  the  Finance  Forum  of  the  Y.  M.  C.  A.,  New 
York,  April  13,  1914.  Electrical  World,  Article  and  Editorial,  11 
pages,  April  18,  1914,  p.  8G4  and  p.  853. 

The  above  article  discusses  the  relation  of  public  and  utilities,  and  offers  a  vigor- 
ous protest  against  the  prevalent  distrust  of  utilities  and  utility  officials.     There 
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is  a  consideration  of  the  effect  of  too  stringent  regulation  upon  securities,  and  of 
various  mooted  ciuestions  in  valuation.  It  is  asserted  that  franchises  should  not 
be  limited  in  term;  that  there  is  now  no  valid  objection  to  a  perpetual  franchise 
in  view  of  the  regulating  tendency  of  the  times.  Such  franchises  should  contain 
provision  for  periodical  review  to  insure  compliance  with  their  provisions.  It  is 
stated  that  the  chief  objection  to  municipal  ownership  is  furnished  by  the  unsatis- 
factory results  of  mimicipal  administration  in  this  country.  The  theories  of 
federal  and  state  government  have  worked  out  well  in  the  covmtry,  but  this  is  not 
true  of  the  city  governments.  Here  graft,  incompetent  selection  of  officials  and 
other  evils  have  been  conspicuous.  When  one  considers  the  responsibilities  al- 
ready on  the  shoulders  of  municipal  officials,  he  concludes  that  they  are  enough. 
The  editorial  characterizes  the  lecture  as  the  kind  of  frank  discussion  that  will 
help  the  public  to  understand  that  there  is  a  side  different  from  the  one  presented 
by  politicians.  The  corporate  side  is  entitled  to  as  fair  a  hearing  as  is  the  agi- 
tator's side. 

211— Qualifications,  Appointment. 

Commissioners  Who  Leave  Office.     Editorial,  Electrical  World,  April 

18,  1914,  p.  853. 

This  states  that  the  question  of  what  becomes  of  men  who  retire  as  public  service 
conunissioners  concerns  both  the  public  and  the  companies.  Few,  if  any,  state 
officials  have  the  opportunity  that  is  before  public  service  commissioners  of  accjuir- 
ing  a  knowledge  that  may  be  definitely  valuable  after  retirement  from  office. 
Their  experience  is  a  valuable  training  of  whose  benefits  the  community  ought  not 
to  be  deprived.  If  the  public  is  so  foolish  as  to  let  capable  commissioners  leave 
office,  the  corporations  ought  to  be  wise  enough  to  seek  the  knowledge  available 
in  these  trained  men.  There  is  no  logical  reason  why  an  able,  broad-minded 
man  should  not  honestly  and  acceptably  serve  either  public  or  coiporation 
freely.  By  reason  of  his  familiarity  with  the  corporate  side,  he  can  better  serve 
the  public  as  its  representative.  Similarly,  his  experience  as  a  public  servant 
better  fits  him  to  be  a  corporation  official.  Until  the  public  learns  enough  to 
keep  good  commissioners  there  will  be  freciuent  changes.  One  of  the  best  public 
servants  that  New  York  State  ever  had  was  the  first  chairman  ot  its  Second  Dis- 
tric  Commission.  After  his  retirement  Mr.  Stevens  became  counsel  for  the  New 
York  Central  and  Hudson  River  Railroad,  advising  it  on  questions  of  valuation. 
That  is  a  proper  and  conspicuous  application  of  a  practice  which  is  to  be  warmly 
commended. 

MUNICIPALITIES 

840 — Public  Operation. 

Railway  Returns,  New  South  Wales.  Daihi  Consular  and  Trade 
Reports,  1  page,  April  22,  1914,  p.  403. 

This  comments  on  the  fact  that  the  largest  single  enterprise  conducted  by  the 
Government  of  New  South  Wales  is  the  system  of  railroads  and  street  railways, 
which  represent  practically  the  whole  of  the  overland  transportation  facilities 
available.  The  few  miles  of  private  lines  are  inconsiderable  and  serve  only  cer- 
tain agricultural  or  mining  requirements.  A  table  is  given  showing  details  of 
earnings  and  working  ex-penses  for  the  years  ending  June  30,  1912  and  1913.  The 
Railroads  show  a  surplus  of  $2,034,095  in  1912,  and  $909,569  in  1913.  The  street 
railways  show  a  surplus  of  $280,778  in  1912,  and  a  loss  of  $157,046  in  1913.  It  is 
said  that  the  details  in  the  table  show  how  heavy  are  the  State's  commitments  in 
respect  to  railroads,  which,  in  view  of  the  population  of  less  than  2,000.000  souls, 
may  seem  disproportionate.  The  1913  figures  are  not  so  encouraging  as  those  for 
the  preceding  years,  and  the  deficit  shown  on  street  railway  operation  is  signifi- 
cant. The  increased  working  costs  in  1913  are  undoubtedly  attributable  to  higher 
wages  and  salaries  required  by  awards  of  the  wages  boards,  and  in  a  less  degree 
to  improved  classifications  granted  to  technical  and  clerical  staffs. 
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810 — Municipal  or  Local  Regulation  of  Utilities. 

Small  Majority  in  Favor  of  "Home  Rule"  at  Chicago  Election. 
Electrical  World,  |  page,  April  18,  p.  866. 

This  states  that  a  question  of  public  policy  presented  to  the  voters  of  Chicago  at 
the  election  of  April  7  was  the  following:  "Shall  the  State  Legislature  amend  the 
act  creating  a  state  public  utilities  commission,  approved  June  30,  1913,  so  as  to 
provide  for  home  rule  and  control  by  the  city  of  Chicago  of  public  utilities  within 
the  city?"  Much  to  the  surprise  of  the  politicians,  the  magic  of  the  "home-i-ule" 
cry  in  public  utility  regulation  was  not  so  effective  as  had  been  contended.  The 
vote  was  in  the  affirmative,  but  the  majority  was  so  small  that  the  effect  on  the 
Legislature  will  probably  not  be  great.  The  figures  were:  Yes,  176,850;  no, 
168,682.  Women  voted  as  well  as  men,  but  their  negative  votes  were  almost  in 
the  same  proportion  as  those  of  the  men. 

830— Public  Ownership. 

Municipal  Street-Lighting  Plant  Idea  Scored  at  Springfield, 
Mass.     Electrical  World,  |  page,  April  18,  1914,  p.  8o7. 

This  states  that  in  connection  with  the  purchase  of  1,500  acres  by  the  city  of 
Springfield,  Mass.,  last  week  on  the  Little  River  watershed  to  augment  the  local 
water  supply,  a  plan  to  develop  a  hydroelectric  plant  for  municipal  street  lighting 
has  received  considerable  discussion.  Prof.  Harry  E.  Clifford,  of  Harvard  Uni- 
versity, street-lighting  expert  of  the  municipality,  was  asked  to  give  his  opinion 
of  the  proposed  municipal  plant  scheme  a  few  days  ago,  and  in  forcible  terms  he 
said  that  the  city  would  do  far  better  to  make  a  new  contract  with  the  United 
Electric  Lighting  Company  than  to  enter  upon  the  unprofitable  task  of  attempting 
to  generate  and  transmit  its  own  energy  in  competition  with  the  efficient  local 
central-station  system.  Professor  Clifford  said  that  it  would  cost  the  city  at 
least  $3,000,000  to  build  underground  ducts  and  install  the  necessary  street-light- 
ing cables,  and  further  said  that  municipal  operation  would  be  unsuccessful  if  ap- 
plied to  the  lighting  and  motor  service  of  the  famous  "Municipal  Group"  of  public 
buildings  on  Court  Square.  Attempts  have  been  made  within  the  past  two  or 
three  months  to  establish  an  isolated  plant  for  this  service.  In  analyzing  the  bids, 
Professor  Clifford  pointed  out  that  no  allowance  had  been  made  for  auxiliary  ma- 
chinery and  that  the  present  boiler  equipment  is  insufficient  for  electric  require- 
ments. 

840 — Public  Operation. 

Results  of  Government  Ownership  of  Railways  in  France,  by 
Virgil  T.  Leak.  Stone  &  Webster^s  Public  Service  Journal,  16  pages, 
April,  1914,  p.  253. 

This  states  that  government  ownership  of  railways  in  France  has  been  tried  on  a 
small  scale  since  1877  and  on  a  large  scale  since  January  1,  1909.  In  neither  case 
has  it  proved  successful,  either  financially  or  from  the  point  of  view  of  the  service 
rendered.  The  old  road  which  was  bought  in  1877,  although  short  in  length,  has 
never  given  satisfactory  service  from  the  time  of  its  purchase,  but  it  never  attracted 
widespread  public  attention  until  its  apparent  climax  of  inefficiency  was  reached 
in  the  years  from  1909  to  1912.  The  author  goes  into  some  detail,  and  gives  tables 
showing  that  the  deficits  from  1908  to  1913  have  steadily  increased. 

830— Public  Ownership. 

Municipal  Plants'  Power  Rates.  Editorial,  Journal  of  Electricity 
Power  and  Gas,  April  18,  1914,  p.  341. 

This  states  that  mvmicipal  ownership  of  public  utilities  is  favored  ])ecauso  of  cer- 
tain advantages  which  will  accrue  to  the  people;  the  most  iiniiortant  always  t)eiiig 
a  reduction  in  rates.  The  value  of  such  a  "reduction"  should  first  be  noted  for  if 
statistics  show  that  this  is  actually  brought  about,  the  worth  of  the  reduction 
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is  an  important  factor  in  deciding  the  desirability  of  municipal  owTiership.  The 
expenditure  of  the  average  citizen  for  utility  service  approximates  ten  percent 
of  his  income,  about  two  per  cent  being  spent  for  light.  The  city  lighting  plant, 
the  latest  bauble  of  the  public  craze,  might  therefore  be  made  to  save  this  average 
citizen  the  exqienditure  of  one  per  cent  of  his  income  by  reducing  his  lighting  bill 
fifty  per  cent.  But  statistics  issued  by  the  Bureau  of  the  Census,  and  recently 
made  jiublic,  point  to  the  fact  that  the  municipal  electric  light  i)lant  is  non-success- 
ful in  effecting  reductions.  The  figures  given  are  not  final,  or  ai)plical)le  to  any 
locality  any  more  than  is  the  statement  that  municipal  ownership  tiecause  suc- 
cessful in  one  place  must  necessarily  be  successful  in  another.  They  do,  however, 
reasonably  suppose  the  existence  of  concrete  arguments  which  should  be  a<ivanced 
against  municipal  ownership  in  general  and  urge  the  introduction  of  cogent  analysis 
to  take  the  place  of  superficial  statements,  based  upon  the  possibilities  or  imprac- 
ticableness  of  municipal  ownership  in  the  United  States  because  of  its  success  or 
failure  abroad. 

831— Purchase  by  Municipality. 

Obscuring  the   Issue.     Editorial,   Journal  of  Electricity  Power  and 

Gas,  April  18,  1914,  p.  340. 

This  discusses  the  campaign  now  in  progress  in  Los  Angeles  to  condemn  the  prop- 
erty of  the  power  companies  and  generate  electric  power  from  the  municipal  aciue- 
duct  system.  Attention  is  drawn  to  the  fact  that  United  States  government  sta- 
tistics do  not  in  general  bear  out  the  statement  that  "the  distribution  by  the  city 
of  its  own  electricity  will  result  in  cheaper  electricity  in  the  homes,"  resulting  in 
"lower  electric  light  bills  all  over  the  city;"  and  that,  to  substantiate  the  con- 
demnation proceedings,  the  management  of  the  Los  Angeles  municipal  plant  would 
have  to  guarantee  to  excel,  since  one  of  the  power  companies  in  question  has  the 
highest  load  factor  of  all  comparable  companies  in  the  United  States. 

GENERAL 

980— Public  Relations. 

Square  Deal  for  Public  Service  Men.     Electric  Railway  Journal, 

April  18,  1914,  p.  857. 

This  comments  on  the  speech  by  Mr.  Thomas  N.  McCarter,  referred  to  on  page 
76  of  this  issue.  It  states  that  public  utility  officials  are  as  good  a  class  of  citizens 
as  any  other  and  that  there  is  no  reason  why  a  public  service  official  should  be  con- 
sidered a  criminal  simply  because  of  the  position  which  he  occupies.  It  asserts 
that  the  attitude  of  acepticism,  displayed  by  a  part  of  the  public  toward  the  ut- 
terances of  railway  managers,  is  extremely  unfortunate  from  the  educational 
standpoint  because  it  cuts  off  the  supply  of  information  from  the  only  source  from 
which  first-hand  data  can  be  secured.  It  can  be  removed  only  by  a  tedious  proc- 
ess of  truth  dissemination  and  by  object  lesson  after  object  lesson.  Theoretically 
the  public  should  be  willing  to  give  the  corporation  a  square  deal;  but  the  public  is 
an  enormous  mass  of  individuals  largely  incoherent  unless  compacted  by  some 
momentous  and  threatening  issue.  The  officials  personify  the  utility  in  the  public 
mind.     They  must  possess  personality  and  ability  to  command  confidence. 

980— Public  Relations. 

The  Relation  of  the  Consumer  and  the  Investor  to  Public  Util- 
ities. Stone  &  Webster^ s  Public  Service  Journal,  3|  pages,  April,  1914, 
p.  247. 

This  notes  that  the  introduction  of  public  regulation  has  not  changed  the  funda- 
mental relations  between  the  consumer  and  the  investor;  the  trade  iTetween  the 
two  is  still  a  volimtary  one,  and  the  ultimate  success  or  failure  of  public  regulation 
depends  on  a  clear  recognition  of  this  fact.  The  ascertion  is  made  that  public 
regulation  will  fail  unless  it  is  carried  out  along  lines  which  satisfy  the  reasonable 
desires  of  both  the  consumer  and  the  investor.     It  is  pointed  out  that  the  great 
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problem  now  before  public  regulating  authorities  is  to  determine  what  are  the 
reasonable  desires  of  the  consumer  and  of  the  investor,  and  how  these  can  best  be 
met.  It  is  said  that  the  consumer  desires:  a — Adequate  service  for  all  reason- 
able demands  of  the  community;  b — A  high  standard  of  service,  as  regards  both 
reliability  and  quality;  c — The  adoption  of  all  reasonable  precautions  to  prevent 
danger  to  life  and  property;  d — Rates  and  charges  free  from  discrimination,  and 
as  low  as  are  consistent  with  the  first  three  requirements.  The  investor  desires: 
a — A  franchise  or  grant  of  sufficient  security  and  length  to  justify  investment  of 
his  capital;  b — The  right  to  capitalize  all  expenditures  reasonably  incurred  in 
creating  the  property  and  its  business  as  a  going  concern. 

910 — Promotion  and  Growth  of  the  Business. 

The  Development  of  Electric  Traction,  by  John  R.  Hewett.  Gen- 
eral Electric  Review,  6  pages,  May,  1914,  p.  462. 

This  states  that  the  urgent  need  for  more  rapid  and  better  means  of  physical  com- 
munication between  nations  and  between  sections  of  the  same  country  has  been 
responsible  for  the  development  of  our  modern  transportation  systems,  to  the 
extent  where  they  have  become  absolutely  indispensable  to  our  present  modes 
of  living.  Transportation  requires  energy,  and  there  are*only  two  suitable  forms 
of  energy  that  can  be  economically  transported  or  transmitted  to  a  distance  from 
the  source,  electric  energy  and  the  chemical  energy  of  coal.  The  flexibility  and 
simplicity  of  the  former  and  its  ready  and  efficient  conversion  into  mechanical 
energy  render  it  greatly  superior  for  almost  all  cases  of  energy  transmission.  The 
question  of  the  electrification  of  steam  railroads,  however,  is  one  of  pure  economics 
• — whether  it  is  cheaper  to  build  a  distribution  system  for  the  whole  length  of  the 
line,  or  to  carry  the  fuel  and  converting  apparatus  along  with  the  train  in  the 
shape  of  a  steam  locomotive.  A  brief  review  is  made  of  existing  systems  of  elec- 
trification, and  an  argument  is  advanced  to  show  that  the  so-called  "Battle  of 
the  Systems,"  instead  of  hindering  development  as  is  contended  by  some,  must 
of  necessity  work  to  its  advantage,  as  only  by  attacking  the  problem  from  all  sides 
can  the  best  of  which  the  art  is  capable  be  produced. 

COURT  DECISION  REFERENCES. 

226— Service. 

Erie  R.  Co.  v.  Board  of  Public  Utility  Commis,sioners.  Decision 
of  the  Supreme  Court  of  New  Jersey,  February  25,  1914.  89  At- 
lantic 1001. 

The  New  Jersey  Commission  issued  an  order  requiring  certain  railroad  companies 
to  furnish  drinking  water  on  each  passenger  car  "the  schedule  of  which  shows  that 
one  half  hour  or  more  is  required  to  run  from  the  starting  point.  .  .  within 
the  state  to  the  last  stop  in  the  state."  The  Court  sets  the  order  aside  holding 
that  the  evidence  in  this  case  does  not  justify  a  hard  and  fast  order  to  supply  water 
on  all  trains  with  a  schedule  iTin  of  half  an  hour. 

112— Franchises. 

People  ex  rel  City  of  Kewanee  et  al.  v.  Kewanee  Light  &  Power 
Co.  Decision  of  the  Supreme  Court  of  Illinois.  February  21,  1914. 
Rehearing  Denied,  April  9,  1914.     104  Northeastern  680. 

Laws  1897  of  Illinois,  p.  100,  provides  that  councils  m  cities  shall  have  no  power 
to  grant  the  right  to  lay  gas  pipes  for  the  distribution  of  gas  for  fuel  or  lighting 
or  string  on  poles  any  wires  over  which  electricity  for  lighting  is  to  be  used,  ex- 
cept on  petition  of  the  owners  of  land  representing  more  than  one-half  of  the 
frontage  op  the  street  or  alley  which  is  sought  to  be  used  for  the  piu'iHJse  men- 
tioned. Since  the  company  in  this  case  held  no  franchise,  procured  as  the  result 
of  such  a  petition,  the  city  sought  to  oust  it  from  the  streets.  The  Court  holds 
that  the  statute  is  special  in  its  application;  and  since  laws  regulating  the  use  of 
the  streets  of  cities  and  villages  throughout  the  state  nuist  be  general  in  their 
operation,  it  is  unconstitutional. 
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For  statement  of  facts  and   opinions   contained  in   papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

COMMISSION  DECISIONS 

WISCONSIN 

300— ^Investment  and  Return. 

Application  of  the  Stevens  Point  Lighting  Company  for  Authority 
to  Increase  Rates.  Decision  of  the  Wisconsin  Railroad  Commission, 
Requiring  Improvements  in  Service  and  Fixing  Rates,  April  15,  1914. 

The  Commission  on  its  own  motion  investigated  the  service  of  the 
company  and  ordered  that  the  company  comply  with  the  standards  of 
gas  and  electric  service  prescribed  by  the  Commission.  A  valuation  of 
the  company's  property  was  made  and  the  revenues  and  expenses  investi- 
gated. The  usual  apportionment  between  the  fixed  or  demand  ex- 
penses was  made  as  a  basis  for  determining  rates  varying  with  the 
monthly  consumption.  The  company  was  ordered  to  put  in  effect  the 
following  schedule  of  rates. 

72— RATE  SCHEDULES. 

COMMERCIAL  LIGHTING. 

12  cents  net  or  13  cents  gross  per  kilowatt-hour  for  the  first  .30  hours  or  less 
used  per  active  kilowatt  connected  per  month. 

7  cents  net  or  8  cents  gross  per  kilowatt-hour  for  the  next  60  kilowatt-hours  or 
less  used  per  active  kilowatt  connected  per  month. 

5  cents  net  or  6  cents  gross  per  kilowatt-hour  for  all  current  used  in  excess  of 
90  kilowatt-hours  per  active  kilowatt  comiected  per  month. 

Determination'of  Active  Connected  Load. 

Active  comiected  load  shall  be  computed  according  to  the  following  classifi- 
cation of  consumers'  premises  and  by  the  percentages  specifically  designated. 

Class  A.  Eesidences,  private  rooming  house,  hotels,  etc.  Where  the  total 
comiected  load  is  500  watts  or  fraction  thereof  60  per  cent  of  the  total  connected 
load  shall  be  deemed  active.  Where  the  installation  exceeds  oOO  watts,  33§ 
per  cent  of  the  total  installation  over  and  above  500  watts  shall  be  deemed 
active. 

Class  B.  Banks,  offices,  etc.  Where  the  total  connected  load  is  equal  to  or 
less  than  2.5  kilowatts  70  per  cent  of  such  load  shall  be  deemed  active.  For  any 
installation  over  and  above  2.5  kilowatts  55  per  cent  of  that  part  exceeding  2.5 
kilowatts  shall  be  deemed  active. 

Class  C.  State,  comity  and  muiiici]):U  buildings,  churches,  factories,  etc.,  55 
jier  cent  of  the  total  connected  load  shall  be  deemed  active. 

Prompt  Payment  Discount. 

The  difference  between  the  gross  and  net  charges  shall  constitute  the  discount 
for  prompt  payment. 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Minimiim  Charge. 

50  cents  net  or  60  cents  gross  per  consumer  per  month. 


POWER  RATE. 
Rate. 

10  cents  net  or  11  cents  gross  for  the  first  15  kilowatt-hours  used  per  active 
kilowatt  connected  per  month. 

4  cents  net  or  5  cents  gross  for  the  next  45  kilowatt-hours  used  per  active  kilo- 
watt connected  per  month. 

2  cents  net  or  3  cents  gross  for  all  current  used  in  excess  of  60  kilowatt-hours 
per  active  kilowatt  connected  per  month. 

Determination  of  Active  Connected  Load. 

90  per  cent  of  the  first  10  horse  power  connected  shall  be  deemed  active.. 
75     "       "       "  "     next  20      "  "  "  "       "  " 

gg      «         «         «    «  «      OQ         «  «  «  u         u  u  « 

50    "       "       "  all  over  60      "  "  "  "       "  "  " 

Prompt  Payment  Discount. 

The  difference  between  the  gross  and  net  charges  shall  constitute  a  discount 
for  prompt  payment. 


STREET  LIGHTING  RATE. 
Rate. 

$54.00  per  arc  lamp  per  year  provided  that  the  City  of  Stevens  Point  contracts 
for  the  service  of  90  or  more  lamps. 

920 — Economy  and  Efficiency. 

The  lighting  company  purchases  the  entire  output  of  the  Stevens  Point 
Power  Company  at  a  flat  rate  per  annum.  It  was  found  that  under  this 
arrangement  current  is  obtained  at  approximately  1  cent  per  kilowatt- 
hour.     The  decision  says: 

The  average  cost  of  power  generation  for  42  Class  B  electric  utilities, 
hydraulic,  steam  or  combined  methods  being  used,  is  about  2.3  cents. 
It  would  seem  that  on  account  of  the  interdependent  relations  sus- 
taining between  the  two  companies,  no  basis  for  an  equitable  charge 
for  current  had  as  yet  been  devised,  necessity  having  forced  no  issue  on 
that  point.  Hence  it  would  appear  that  the  book  charge,  for  the 
purposes  of  a  rate  investigation,  is  not  necessarily  conclusive;  and 
that,  on  the  contrary,  the  Commission  could  no  more  justify  an  ac- 
ceptance of  such  an  entry  as  conclusive,  the  facts  appearing  other- 
wise, than  it  could  recognize  as  proper  an  unreasonably  high  amount 
merely  because  such  an  entry  appeared  on  the  books  of  the  com- 
pany  

Investigation  showed  that  the  present  arrangement  makes  possible  a 
lower  cost  than  other  methods  upon  wlii(^h  the  company  would  have  to 
rely  if  deprived  of  the  present  source  of  supply,  and  in  conclusion  the 
decision  says: 

Such  a  saving  having  been  shown,  the  equity  of  a  division  between  the 
consuming  public  and  the  producing  owner  naturally  follows.     Briefly 
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stated,  the  principle  is  that  the  public,  in  consideration  that  it  forego 
competitive  conditions  in  favor  of  a  monopoly,  is  entitled  to  a  share 
of  the  saving  resultant  from  the  more  economical  operation.  The 
decreased  cost  of  service  under  such  conditions,  is  well  recognized 
and  is  of  course  mainly  due  to  non-duplication  of  costly  plant  and  line 
equipment.  The  right  of  the  company  to  such  a  share  arises  from  its 
devotion  to  public  use  of  that  which,  privately  exploited,  would  be 
more  remunerative.  Under  all  of  the  foregoing  circumstances  it  is 
believed  that  the  lighting  company  is  entitled  to  an  additional  allow- 
ance of  $3,000  for  power  generation 

WISCONSIN 

540— Minimum  Charge. 

Application  of  the  McGowan  Water,  Light  and  Power  Company  for 
Authority  to  Establish  a  Minimum  Charge.  Decision  of  the  Wisconsin 
Railroad  Commission,  Fixing  a  Minimum  Charge.     April  14,  1914. 

The  applicant  is  a  joint  water  and  electric  utility.  An  examination  of 
the  company's  accounts  indicates  that  the  utility  has  been  operating  at 
a  considerable  loss.  The  Commission  says  that  it  is  impracticable  to 
increase  the  total  revenues  of  the  utility  by  means  of  a  minimum  charge. 
The  company  asked  that  a  minimum  charge  of  $1.00  be  estabUshed  and 
in  regard  to  the  reasonableness  of  that  particular  charge  the  decision 
says: 

The  cost  which  is  properly  chargeable  as  a  consumer  expense  is  not 
the  only  item  which  should  be  considered  in  determining  the  minimum 
charge.  The  effect  upon  the  business  must  also  be  taken  into  con- 
sideration, and  in  this  case  we  believe  that  a  $1.00  minimum  charge 
would  be  inadvisable.  It  is  evident,  however,  that  some  minimum 
charge  should  be  put  in,  and  we  believe  that  a  charge  of  75  cents  per 
month  will  be  a  proper  one. 

NEW  YORK  (2nd  D.) 

650 — Discrimination, 

Application  of  the  Ellicottville  Electric  Light  Company  for  the 
Establishment  of  a  Uniform  Rate  for  the  Sale  of  Electricity  at  Ellicott- 
ville. Decision  of  the  New  York  Public  Service  Commission  (2nd), 
Holding  that  the  Company  may  Equalize  Rates  Without  Authoriza- 
tion by  the  Commission.     March  24,  1914. 

The  company  has  been  charging  consumers,  who  subscribed  for  service 
before  a  certain  date,  seven  cents  and  other  consumeres  ten  cents  per 
kilowatt-hour.  The  petition  asks  for  authority  to  charge  all  consumers 
the  ten  cent  rate. 

# 

Obviously,  the  charging  of  two  rates  for  the  same  service  is  an  unjust 
discrimination  under  the  Public  Service  Commissions  Law  and  is 

therefore  unlawful 

Electrical  companies  are  not  required  to  come  to  this  Commission  for 
authority  to  advance  their  rates.  The  Ellicottville  Electric 
Light  Company  may  make  all  of  its  rates  ten  cents  without  receiving 
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the  sanction  of  this  Commission.  While  under  the  law  it  is  the 
duty  of  this  electric  light  company  to  charge  its  customers  the  same 
rate  for  the  same  service,  there  is  no  complaint  here  against  the  ten 
cent  rate,  and  as  before  stated,  the  EUicottville  Electric  Light  Com- 
pany may  equalize  these  rates  without  first  obtaining  consent  from 
the  Commission 

ILLINOIS 

224.5— Rates  Fixed  by  Contract. 

Frank  Porter  vs.  Louisville  &  Nashville  Railroad  Company, 
Claiming  Right  to  Free  Transportation  According  to  Contract  between 
the  Parties.  Decision  of  the  Illinois  Public  Service  Commission, 
Dismissing  the  Petition.     April  10,  1914. 

According  to  an  agreement  between  the  parties,  the  railroad  company 
was  to  have  granted  the  petitioner  an  annual  pass  or  free  transportation 
over  all  lines  within  the  state  of  Illinois,  covering  a  period  from  February 
22,  1913,  to  December  31,  1916,  in  settlement  for  certain  damages  to 
the  petitioner's  land  caused  by  the  construction  of  the  company's  road- 
bed. The  company  notified  the  petitioner  that  free  transportation 
could  not  be  continued  for  the  reason  that  it  is  prohibited  by  the  recently 
enacted  Public  Utilities  Law.  The  petitioner  asked  the  Commission 
to  require  the  company  to  issue  the  transportation  in  accordance  with 
its  agreement.  The  Commission  dismissed  the  application,  holding 
that  private  contracts  were  superseded  by  the  Public  Utilities  Law. 
The  decision  says: 

The  intent  of  the  Legislature  in  passage  of  this  section  of  said  Act 
[Section  37]  evidently  sought  to  prevent  a  public  utility  from  receiving 
either  greater  or  less  or  different  compensation  from  any  corporation 
or  person  than  that  offered  by  its  schedule  to  any  other  corporation 
or  person. 

If  petitioner  could  lawfully  claim  that  he  is  entitled  to  transportation 
by  reason  of  his  contract  with  the  Railroad  Company  then  this  Com- 
mission would  be  compelled  to  recognize  the  contractual  relations  of 
parties,  made  with  public  utilities  with  reference  to  service.  Such  a 
view  of  the  law  would  defeat  one  of  the  purposes  for  which  the  Act 
was  passed. 

It  is  urged  in  support  of  the  petition  that  a  refusal  l)y  this  Commission 
to  recognize  the  validity  of,  and  to  be  governed  l)y  the  terms  of  the 
contract  entered  into  by  the  petitioner  and  the  Railroad  Company 
would  be  violative  of  the  provisions  of  both  the  Federal  and  State 
Constitutions  relating  to  existing  contracts.  This  Commission  does 
not  agree  with  such  contentions. 

We  hold  that  the  said  contract  so  entered  into  by  the  petitioner  and 
the  Railway  Company  cannot  prevail  over  the  inherent  power  of  the 
state  to  exercise  its  authority  through  a  public  utility  commission  to 
fix  and  determine  reasonable  and  just  rates  for  such  service.     To  hold 
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otherwise  would  allow  a  public  utility  to  contract  with  third  parties 
for  service  or  commodities  in  such  a  manner  as  to  def(>at  the  purpose 
of  the  law  and  nullify  the  power  of  the  state  to  regulate  its  public 
utilities. 

Contracts  such  as  the  one  under  consideration  here,  are  presumed  to 
have  been  made  in  view  of  the  possible  exercise  by  the  state  of  its 
higher  power  through  legislative  enactment  for  the  regulation  and 
control  of  public  utilities. 

COURT   DECISIONS 

OKLAHOMA 

224— Rate  Regulation. 

Pioneer  Telephone  and  Telegraph  Co.  vs.  City  of  Bartlesville. 
Suit  'to  Enjoin  the  Company  from  Increasing  its  Rates,  Pending  the 
Fixing  of  a  Schedule  by  the  Corporation  Commission.  Decision  of 
the  Supreme  Court  of  Oklahoma,  Adjudging  That  the  Court  Has  No 
Jurisdiction.  August  6,  1913.  Rehearing  Denied,  March  31,  1914. 
139  Pacific  694. 

The  Pioneer  Telephone  Company,  Bartlesville,  Oklahoma,  was  en- 
joined from  increasing  telephone  rates,  until  the  Corporation  Com- 
mission should  take  action  on  an  application,  which  had  already  been 
made  by  the  city,  for  the  fixing  of  a  schedule  of  rates  for  the  company. 
The  company  appealed  and  the  decision  is  reversed. 

It  could  not  be  questioned,  upon  reason  or  authority,  that  an  order 
by  the  court  that  the  company  should,  until  otherwise  ordered  by 
the  court,  charge  only  the  rates  namecl  by  the  court  would  be  the 
exercise  of  a  legislative  function.  An  order  by  the  court  that  it 
shall  charge  only  a  given  schedule  of  rates  until  otherwise  ordered 
by  the  Corporation  Commission  is  an  exercise  of  no  different  char- 
acter of  power.  No  legislative  power  in  this  respect  has  been  con- 
ferred upon  the  district  courts  of  the  state. 

CALIFORNIA 

129.4— Refunds. 

Pacific  Gas  &  Electric  Co.  v.  City  and  County  of  San  Francisco. 
Suit  to  Restrain  the  Enforcement  of  an  Ordinance  Fixing  Rates.  On 
Apphcation  of  Defendant  to  Impound  Certain  Funds  Pendente  Lite. 
Decision  of  the  District  Court,  N.  D.  California,  Denying  the  Ap- 
plication, and  Ordering  the  Company  to  Give  Bonds.  December  17, 
1913.     211  Federal  202. 

....  (The)  question  presented  is  how  best  to  maintain  the  status 
quo  and  preserve  the  respective  rights  of  the  parties,  without  injus- 
tice to  either,  while  the  validity  of  the  ordinance  remains  in  suspense. 
The  Court  follows  the  method  adopted    by    the    District    Court   of 
Arizona  in  Bonbright  v.  Geary  et  al.,  and  Kelley  v.  Geary  et  al.,  210 
Federal  44  (See  4  Rate  Research   376),   of  requiring  the   Company 
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to  furnish  bond  sufficient  to  cover  the  difference;  to  report  to  the 
clerk  of  the  court  on  the  first  of  each  month  the  amount  collected 
from  consumers  and  the  amount  which  would  have  been  collected 
under  the  rates  fixed  by  the  suspended  ordinance;  and  in  case  of  a 
final  decree  against  the  company,  to  pay  the  amount  of  excess  collec- 
tions with  interest  to  a  special  master.  It  is  pointed  out  that,  where 
the  impounding  method  is  used,  the  Court  is,  in  case  of  prolonged 
litigation,  shouldered  with  a  great  risk,  in  caring  for  a  large  sum  of 
money;  and  the  company,  in  being  deprived  of  the  use  of  money, 
suffers  an  injustice  in  case  the  final  decision  is  in  its  favor.  The 
Court  asserts  that  the  method  it  adopts 

would  certainly  seem  to  be  more  in  accord  with  the  principles  of 
equity  than  that  which  may  be  had  under  the  impounding  require- 
ment. 

224— Rate  Regulation. 

The  city  asked  that  the  company  be  prohibited  from  collecting  rates 
in  excess  of  those  fixed  by  the  board  of  supervisors  for  the  previous 
fiscal  year  of  1912-1913.  The  court  would  not  be  justified  in  making 
such  a  modification.  The  ordinance  fixing  rates  for  that  year  has 
expired  by  limitation,  and  those  rates,  therefore,  no  longer  exist  as 
legal  rates.  For  the  court  to  so  modify  the  order  would  be  tanta- 
mount to  itself  undertaking  to  fix  a  rate,  a  thing  which  it  may  not 
competently  do.  Moreover,  since  the  rates  for  that  year,  or  the  lat- 
ter half  of  it,  were  substantially  the  same  as  the  rates  fixed  by  the 
present  ordinance,  such  a  modification  would  be  practically  equiva- 
lent to  determining  on  this  preliminary  motion  the  substantive  ques- 
tion involved  in  the  controversy — whether  the  rates  of  the  present 
ordinance  are  such  as  to  furnish  adequate  compensation  for  the 
service. 

MASSACHUSETTS 

831.1 — Municipal  Bond  Issues. 

Chapin  et  al  v.  Tow^N  OF  Lincoln  et  al.  Suit  to  Enjoin  an  Issue  of 
Waterworks  Bonds  to  Reimburse  the  General  Fund  for  Moneys  Ex- 
pended on  Waterworks  Extensions.  Decision  of  the  Supreme  Judi- 
cial Court  of  Massachusetts,  Granting  the  Injunction.  March  31, 
1914.     104  Northeastern  745. 

The  town  proposed  to  reimburse  itself  by  a  bond  issue,  for  the  money 
spent  for  construction  purposes  on  the  waterworks. 

The  municipality  owns  the  water  system,  and  the  disbursements  it 
made  for  construction  purposes  were  actually  payments  of  its  own 
indebtedness.  Under  existing  legislation  applicable  to  the  defendant 
one  of  the  departments  cannot  occupy  the  relation  of  debtor  to  the 
town  of  which  it  is  an  integral  part.     See  Sinclair  v.  Mayor  of  Fall 

River,  198  Mass.  248,  84  N.  E.  453 

There  is  no  indebtedness  incurred  or  contemplated  by  the  town  to 
warrant  the  proposed  loan.     There  is  no  unfuntled  debt  on  account 
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of  the  extensions  referred  to.  It  does  not  follow  that  because  the 
town  might  have  borrowed  the  money  for  these  extensions  at  the  time 
they  were  voted,  that  it  can  do  so  now  after  they  are  paid  for 

840 — Municipal  Operation. 

It  appears  that  since  March,  1904,  the  town  treasurer  has  kept  an 
account  of  the  money  received  from  and  paid  on  account  of  the  water 
system,  separate  from  the  account  of  the  other  departments;  and 
apparently  some  attempt  has  been  made  to  treat  the  water  works  as 
a  self-sustaining  business  enterprise. 

NEW  JERSEY 

132— Protection  from  Competition. 

Eastern  Telephone  and  Telegraph  Co.  v.  Board  of  Public  Utility 
Commissioners.  Suit  to  Compel  the  New  Jersey  Commission  to  Ap- 
prove the  Exercise  of  Franchises  in  Certain  Territories  Already  Served. 
Decision  of  the  Supreme  Court  of  New  Jersey  Upholding  the  Com- 
mission's Decision.     February  25,  1914.    89  Atlantic  924. 

The  Commission's  decision  in  this  case  is  abstracted  in  3  Rate  Re- 
search 275.  The  company  applied  for  approval  of  two  franchises, 
granting  it  the  right  to  extend  its  service  in  the  county  of  Cape  May, 
and  in  the  borough  of  Avalon. 

The  commissioners  found  as  a  fact,  that  the  territory  through  which 
it  is  proposed  to  extend  the  relator's  telegraph  and  telephone  lines  is 
now  adequately  served  by  a  telephone  company,  and  upon  such  find- 
ing adjudged  that  neither  of  the  proposed  lines  were  necessary  and 
proper  for  the  public  convenience,  and  that  they  would  not  properly 
conserve  the  pubhc  interests,  and  therefore  refused  approval.  As 
there  was  evidence  to  support  the  finding  of  fact  that  the  proposed 
telephone  and  telegraph  lines  were  not  necessary  and  proper  for  the 
public  convenience  and  to  properly  conserve  the  pubhc  interests, 
that  question  of  fact  we  cannot  review. 

228.1— Approval  of  Franchises. 

The  ralator  argues  that,  because  certain  statutes  authorize  munici- 
palities to  grant  the  permission  and  consent  to  erect  poles  for  the  pur- 
pose of  telephone  or  telegraph  operations,  the  power  of  the  utility 
board  is  limited  to  supervising  the  exercise  by  the  relator  of  the  power 
conferred  upon  it  by  the  municipalities.  The  Legislature  has  the 
power  to  impose  further  restrictions  or  limitations  upon  the  powers 
delegated  to  municipalities,  and  the  question  is  whether  it  has  done 
so  by  the  act  creating  the  board  of  pubhc  utilities  approved  April  21, 
1911  (P.  L.  374)  section  24,  of  which  declares:  "No  privilege  or 
franchise  hereafter  granted  to  any  pubhc  utility  as  herein  defined, 
by  any  political  subdivision  of  this  state,  shall  be  valid  until  approved 
by  said  board."  Since  the  adoption  of  this  statute,  the  grant  of  such 
privilege  or  franchises  by  a  municipality  is  not  valid,  unless  approved 
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by  the  board  of  public  utility  commissioners.  By  the  terms  of  this 
act,  the  board  is  not  required  nor  authorized,  to  approve,  until  it 
determines  that  the  privilege  for  which  approval  is  sought  is  neces- 
sary and  proper  for  the  public  convenience  and  in  this  case  the  board 
have  found  that  such  condition  does  not  exist. 


REFERENCES 
RATES 

614— Heating  and  Cooking. 

Methods  and  Cost  of  Electric  Heating.     Electrical  World,  |  page, 

April  25,  1914,  p.  943. 

This  is  a  consideration  of  the  best  methods  of  electric  heating,  and  its  cost.  In 
regard  to  cost,  it  is  said  that  to  compete  with  coal  at  from  $10  to  $11  per  long-ton, 
electricity  must  sell  at  about  0.25  cent  per  kilowatt-hour,  omitting  the  stand-by 
losses  in  a  heating  system  using  coal.  When  heat  is  supplied  during  only  a  small 
portion  of  the  time,  these  losses  are  considerable,  so  that  an  economy  may  still 
be  effected  when  the  energy  rate  is  as  high  as  2  cents  or  3  cents  per  kilowatt-hour. 
If  a  400-hp.  boiler  is  used,  electricity  at  from  3  mills  to  5  mills  per  kilowatt-hour 
would  be  eciuivalent  to  coal  at  $10  per  ton  in  producing  heat.  Successful  compe- 
tition with  coal  may  become  possible  if  heat  can  be  stored  in  water  during  off- 
peak  periods. 

400— Rate  Theory. 

Contribution  to  the  Study  of  Electric  Rates.  (Contributo  Allo 

Studio  Della  Tarifficazione  Dell'Energia  Elettrica)  by  Renzo 

NoRSA.     Reprint  of  a  Paper  Presented  to  the  17th  Convention  of  the 

Italian   Electrotechnical  Association,   Rome,   Italy,   November,    1913. 

Pamphlet,  28  pages. 

This  paper  covers  many  important  questions  connected  with  rate  making  as'  ap- 
portionment of  fixed  charges  among  different  classes  of  service  and  among  different 
customers  of  the  same  class,  as  power  customers  or  light  customers;  differential 
rates,  etc.  The  question  of  apportionment  of  fixed  charges  is  thoroughly  dis- 
cussed. The  writer  states  that  methods  which  are  commonly  used  by  different 
authors  are  incorrect,  and  shows  how  better  methods  of  apportioning  can  be  arrived 
at.  A  new  method  of  prorating  fixed  charges  among  different  loads  (as  power, 
light,  and  railway  load)  is  given.  Diversity  factor  is  extensively  discussed  and 
formulas,  giving  relations  of  individual  customer  charges  to  class  and  customer's 
load  factor,  are  developed.  Finally  a  simple  method  of  computing  a  multiple 
differential  rate  for  large  customers  is  explained. 

610 — Character  of  Service. 

Census  of  Power  in  Factories.     Greater  New  York,  4  pages,  April  6, 

1914,  p.  11. 

This  describes,  and  gives  the  results  of,  a  power  census  recently  made  by  the 
Edison  Electric  Illuminating  Company  of  Brooklyn  with  view  to  getting  a  more 
accurate  and  authentic  record  of  the  present  industrial  devek)pmcnt,  and  the 
prospects  for  future  growth  than  has  been  published  heretofore  in  any  statistics 
or  census  publications.  The  article  is  accompanied  by  a  table  showing  in  detail 
the  number  of  plants  engaged  in  each  industry,  the  division  of  the  plants  between 
the  electrical  or  mechanical  method  of  drive  and  the  total  amount  of  power  used 
in  each  industry. 
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410 — Cost  of  Service. 

The  Decreasing  Cost  of  Power.     Editorial,  Electrical  Review,  May 

2,  1914,  p.  855. 

This  goes  to  show  that  the  increase  in  efficiency  of  steam  turbines  has  acted  to 
decrease  the  cost  of  power  not  only  in  the  lesser  requirements  for  coal  and  coal- 
storing  and  coal-handling  facilities,  but  also  indirectly  from  its  effect  upon  the 
fixed  charges  for  buildings  and  steam  equipment.  It  is  pointed  out  that  this  ap- 
plies only  to  the  cost  of  power  at  the  point  of  generation;  that  the  cost  of  power 
utilized  involves  a  considerable  outlay  for  distribution  expense,  which  sometimes 
involves  a  transmission  line. 

513 — Meter  Basis. 

Metered  Versus  Unlimited  Service  to  Office-Building  Tenants. 
Electrical  World,  |  page,  April  25,  1914,  p.  934. 

This  comments  on  the  growing  tendency  toward  giving  the  office  building  tenant 
the  option  between  having  his  electricity  metered  to  him  or  paying  for  it  with 
other  service  m  the  fiat  rental  charge;  and  indicates  the  advantages  to  the  central 
station  of  the  metered  over  the  imlimited  service. 


INVESTMENT  AND  RETURN 

360 — Depreciation. 

The  Depreciation  of  Public  Utility  Properties  as  Affecting 
Their  Valuation  and  Fair  Return.  Discussion,  by  John  W.  Al- 
voRD,  Proceedings  of  the  A.  S.  C.  E.,  8  pages,  April,  1914,  p.  1227. 

Reference  to  Mr.  Alvord's  paper  and  the  previous  discussion  of  it,  has  been  made 
in  4  Rate  Research  175,  313,  and  380.  Mr.  Alvord  here  selects  for  review, 
as  typical,  two  of  the  discussions,  one  of  which  has  apparently  assented  to  the 
propositions  contained  in  his  paper,  and  the  other  of  which  has  dissented  there- 
from. 

310— Valuation. 

Discussion  of  Values  for  the  Purpose  of  Rate-Making.  Proceed- 
ings of  the  A.  S.  C.  E.,  114  pages,  April,  1914,  p.  1107. 

This  continues  the  discussion  of  this  subject,  earlier  installments  of  which  have 
been  noted  in  4  Rate  Research  94  and  175.  The  foUowmg  here  contribute 
to  the  discussion:  F.  Lavis,  H.  C.  Phillips,  William  W.  Crehore,  M.  R.  Maltbie, 
Henry  Floy,  V.  K.  Hendricks,  William  J.  Wilgus,  Richard  T.  Dana,  R.  S.  McCor- 
mick,  Richard  J.  McCarty,  A.  W.  Buel,  J.  E.  Willoughby,  S.  S.  Roberts,  C.  P. 
Howard,  James  D.  Mortimer,  Charles  S.  Churchill,  M.  H.  Brinkley,  H.  M.  Stone, 
S.  Whinery,  Philip  W.  Henry,  Charles  Hansel,  and  D.  W.  Lum. 

PUBLIC  SERVICE  REGULATION 

222 — Accounts. 

Reports  of  Committees  on  Accounting,  Missouri  Electric,  Gas, 
Street  Railway  and  Water  Works  Association,  April,  1914. 

These  are  the  reports  of  the  three  committees  on  Depreication,  Historical  Matters 
and  Classification  of  Small  Companies  appointed  by  the  Missouri  Electric,  Gas, 
Street  Railway  and  Water  Works  Association,  in  connection  with  the  action  taken 
by  the  Commission  toward  formulating  a  uniform  system  of  accountmg.     The 
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report  of  the  committee  on  depreciation  considers  the  deduction  of  depreciation 
reserve  froin  the  fixed  capital  account  and  the  seeming  intention,  as  set  forth  in 
the  tentative  classification,  to  consider  the  depreciation  reserve  as  a  fund  on  which 
interest  must  be  amiually  set  aside.  The  Committee  recommends  that  the  Com- 
mission be  petitioned  to  consider  the  depreciation  reserve  as  a  reserve  accoimt,  as 
is  now  done  in  New  York.  The  Committee  enumerates  several  objections  to  con- 
sidering the  depreciation  reserve  as  a  fund  on  which  interest  must  be  set  aside. 
The  adoption  of  this  measure,  it  is  claimed,  would  increase  the  cost  of  service  to 
the  rate  payer  as  only  a  low  rate  of  interest  can  be  obtained  on  securities  of  immed- 
iate market  value,  and  would  be  an  impossible  requirement  considering  the  finan- 
cial conditions  of  some  companies.  In  concluding  its  report,  the  Committee  asks 
to  be  continued  imtil  after  it  should  be  advised  by  the  Commission  as  to  its  in- 
tentions in  these  matters. 

132 — Protection  from  Competition. 

Three  Commissions  Rule  Against  Competition.  Public  Service,  ^ 
page,  May,  1914,  p.  156. 

This  comments  on  the  recent  decision  of  the  Georgia  Commission  m  the  Macon 
case  (see  4  Rate  Research  371);  of  the  Illinois  Commission  in  the  Bethany 
Mutual  Telephone  Co.  case;  and  of  the  Pennsylvania  Commission  in  the  Ashland 
case  (see  5  Rate  Research  67). 

224 — Rate  Regulation. 

New  York  Fare  Law  Vetoed.  News  Item  and  Editorial,  Raihvay 
Age  Gazette,  May  1,  1914,  p.  995  and  973. 

The  above  article  and  editorial  recoxmt  how  Governor  Glynn,  of  New  York,  has 
vetoed  a  bill,  which  had  been  passed  by  the  legislature,  which  would  have  re- 
quired the  New  York,  New  Haven  &  Hartford  and  the  New  York  Central  to 
comply  with  an  order  of  the  Public  Service  Commission  (2nd  D.),  issued  January 
31,  1913  (see  4  Rate  Research  41),  reducing  passenger  fares  to  and  from  New 
York  City.  The  order  of  the  Commission  had  been  declared  illegal  by  the  Appel- 
late division  of  the  Supreme  Court  on  the  grounds  that  the  Commission  had  not 
investigated  all  of  the  facts  of  the  case  and  had  not  specifically  declared  the 
higher  rates,  adopted  by  the  company,  to  be  unreasonable;  and  the  governor 
bases  his  veto  on  the  fact  that  the  question  is  now  before  the  Court  of  Appeals  on 
appeal.  The  governor  declares  that  legislation  to  forestall  a  decision  by  the  court 
is  wholly  unjustifiable.  Moreover  the  Public  Service  Commission,  which  pre- 
scribed the  lower  rate,  now  advises  the  governor  that  he  ought  to  veto  the  legis- 
lative act,  reminding  him  that  Governors  Hughes,  Dix  and  Sulzer  had  all  refused 
to  approve  proposed  legislation  to  fix  rates  for  transportation,  holding  that"  ques- 
tions of  that  kind  were  for  the  Public  Service  Commission  to  deal  with. 


MUNICIPALITIES 

820 — State  Regulation'of  Municipal  Utilities. 

Regulation  of  Public  Utilities  in  Wisconsin.  An  Analysis  of  the 
System  and  the  Results.  Published  by  the  Minnesota  Home  Rule 
League.    Pamphlet,  46  pages. 

This  analyzes  the  decisions  of  the  Wisconsin  Commission,  to  prove  that  in  Wiscon- 
sin public  service  regulation  has  been  a  self-evident  failure.  A  return  to  the 
"wholesome  principle  of  home  njle"  is  predicted,  "leaving  to  the  people  of  the 
municipalities  to  determine  for  themselves  questions  that  concern  only  them- 
selves; working  out  their  local  problems  in  their  own  way  free  from  outside  inter- 
ference; and  in  the  process  acquiring  self  reliance  and  capacity  for  self-govern- 
ment.    This  is  the  foundation  principle  of  the  American  system  of  democratic 
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government;  and  the  only  system  which  will  assure  permanent  conditions  of  hon- 
esty and  efficiency  in  administration  and  genuine  government  by  the  people." 

830 — Public  Ownership. 

The  Press  and  Public  Ownership.     Public  Service,  3  pages,  May, 

1914,  p.  153. 

This  gives  newspaper  comment  and  cartoons  published  subsequent  to  the  recent 
proposal  that  the  government  take  over  the  telephones  and  telegraph. 

810— Municipal  or  Local  Regulation  of  Utilities. 

A  Three-Cent  Car  Fare  Test,  by  William  G.  Deacon.  Public  Ser- 
vice, 6  pages,  May,  1914,  p.  141. 

This  outlines  the  history  of  the  electric  railway  situation  in  Toledo,  and  recounts 
in  detail  the  events  of  the  present  campaign.  The  stand  taken  by  Mr.  Doherty 
is  explained;  and  the  provisions  of  the  franchise  suggested  by  the  company  wherein 
the  company  offers  to  turn  over  the  Toledo  Street  Railway  system  to  the  city  for 
a  year's  test,  to  determine  if  the  three-cent  fares  are  practical,  are  discussed. 

840 — Public  Operation. 

Los  Angeles  Power  Bond  Election  on  May  8,  by  Burt  A.  Heinly, 
Engineering  News,  2  pages,  April  30,  1914,  p.  986. 

The  author,  who  is  connected  with  the  Los  Angeles  Aqueduct,  presents  the  city's 
side  in  the  controversy  over  the  proposed  issue  of  .16,500,000  bonds  for  the  partial 
development  and  distribution  of  electric  power  as  manufactured  from  the  power 
drops  of  the  Los  Angeles  aqueduct. 

840 — Public  Operation. 

A  Million  a  Year  Offered  for  Los  Angeles  Aqueduct  Power. 
Electrical  World,  |  page,  April  25,  1914,  p.  912. 

This  states  that  the  elctric  generating  companies  of  Los  Angeles,  the  Southern 
California  Edison  Company,  the  Los  Angeles  Gas  &  Electric  Corporation  and  the 
Pacific  Light  &  Power  Corporation  have  agreed  to  buy  all  of  the  energy  generated 
by  the  Los  Angeles  aqueduct  power  plants.  In  a  formal  offer  the  companies 
agreed  to  pay  the  city  a  wholesale  price  to  be  set  by  the  State  Railroad  Commis- 
sion, amounting  to  at  least  a  million  dollars.  This  is  with  the  full  understanding 
that  the  City  Council  will  protect  the  people  by  fixing  a  low  retail  rate.  As  an 
alternative  the  companies  have  offered  to  enter  into  a  co-operative  arrangement 
with  the  city  for  the  public  use  of  their  complete  distributing  systems  for  five 
years,  the  city  to  make  rates,  all  contracts  with  consumers,  read  all  meters,  handle 
all  money  and  collect  all  bills.  The  companies  will  receive  only  the  sum  deter- 
mined by  the  State  Railroad  Commission  as  equitable.  It  is  pointed  out  that 
either  of  the  offers  will  materially  reduce  tax  burdens;  and  that  co-operation  be- 
tween the  city  and  the  companies  for  five  years  will  greatly  improve  Los  Angeles' 
financial  standing. 

830— Public  Ownership. 

Village  Closes  Municipal  Electric-Light  Plant.  Electrical  World, 
I  page,  April  25,  1914,  p.  934. 

This  states  that  Westerville,  a  towTi  of  1600  inhabitants  about  15  miles  from  Col- 
umbus, Ohio,  has  recently  discontinued  the  operation  of  its  100-kilowatt  municipal 
electric-lighting  plant  and  is  now  receiving  service  from  the  mains  of  the  Columbus 
Railway  &  Light  Company.  Energy  is  delivered  to  the  town  at  1.3,200  volts  and 
is  sold  to  the  town  itself  at  a  wholesale  rate  and  retailed  by  the  town  to  the  former 
customers  of  the  municipal  company  over  the  existing  distribution  system. 
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920 — Economy  and  Efficiency. 

Municipal  Refuse  Sorting  and  Utilization  Plant,  Pittsburgh, 
Pennsylvania,  by  Sterling  H.  Bunnell.  Engineering  News,  4| 
pages,  April  30,  1914,  p.  980. 

This  purports  to  show  how  the  largest  municipal  refuse  sorting  and  utilization  plant 
in  the  United  States,  having  a  nominal  capacity  of  100  tons  per  day,  receives,  sorts 
out,  bales  and  packs  rags,  paper,  bottles  and  cans  for  marketing,  burns  the  tailings 
in  high  temperature  destiiictors,  utilizes  desti-uctor  heat  to  raise  steam  to  gen- 
erate electric  current  for  works  purposes  and  ultimately  for  sale.  The  article  is 
accompanied  by  illustrations  and  diagrams  showing  details  of  the  plant. 

910 — Promotion  and  Growth  of  the  Business. 

Mr.  Insull  on  the  Centralization  of  Energy  Supply.  Abstract 
of  an  Address  before  the  Y.  M.  C.  A.,  New  York,  April  20.  Article, 
Electrical  Railway  Journal,  April  25,  1914;  and  Article  and  Editorial, 
Electrical  World,  April  25,  1914,  p.  917  and  p.  910. 

This  address,  which  is  along  the  same  lines  as  Mr.  Insull's  paper  before  the  Frank- 
lin Institute  (see  3  Rate  Research  14)  and  his  address  made  last  year  before 
the  Commonwealth  Edison  section  of  the  N.  E.  L.  A.,  presented  a  strong  argu- 
ment for  the  greater  centralization  of  power  supply.  Mr.  Insull  stated  that  the 
electrical  business  is  essentially  a  monopoly  business.  The  economics  of  the  sit- 
uation demand  a  centralized  supply  of  energy'  if  the  most  economical  results  are 
to  be  obtained,  if  capital  and  labor  are  to  be  conserved,  and  if  the  prime  sources 
of  power,  whether  coal  or  water,  are  to  yield  the  very  best  possible  results  for  the 
user  in  low  price  and  for  the  producer  in  yielding  a  proper,  fair  return  on  capital. 
It  would  seem  that  the  day  will  come  when  regulating  bodies  will  question  the 
waste  of  capital,  fuel,  and  efficiency  that  goes  on  where  the  production  of  energy  is 
not  centralized.  There  is  a  discussion  of  the  different  classes  of  customers  sup- 
plied by  the  Commonwealth  Edison  Company  and  the  effect  of  a  diversity  factor 
on  the  cost  of  energy  production.  It  is  pointed  out  that  the  rule  is  almost  invari- 
able that  as  the  income  per  kilowatt-hour  goes  down  the  output  per  capita  goes 
up.  Cost  follows  the  line  of  income  and  the  load-factor  shows  a  decided  improve- 
ment. In  regard  to  commission  regulation,  the  speaker  held  that  it  is  unreason- 
able to  expect  that  the  community  should  allow  a  business  of  the  kind  described 
to  go  on  without  regulation.  Assuming  that  regulation  is  intelligent,  the  investor 
and  the  user  have  nothing  to  fear  from  it.  If  the  companies  are  not  managed  well 
enough  to  square  with  public  opinion,  the  commission  is  there  to  protect  the  pub- 
lic. If  the  community  is  so  ill  advised  as  to  treat  the  company  unfairly,  the  com- 
mission is  there  to  protect  the  company.  Admitting  that  commission  regulation 
is  an  inconvenience  to  men  who  deal  with  large  properties,  Mr.  Insull  still  main- 
tained that  regulation  is  the  best  thing  that  has  happened  to  the  electrical 
industry  in  the  last  few  years.  He  believes  that  in  the  long  run  regulation  means 
protection. 

149 — Holding  Companies. 

Public  Utility  Holding  Companies,  by  W.  C.  Jenkins.  Public 
Service,  3|  pages.  May,  1914,  p.  149. 

This  states  that  no  one  factor  in  the  operation  of  public  utilities  has  been  more 
important  dui'ing  recent  years  than  the  so-called  holding  company.  Such  cor- 
porations are  not  organized  to  stifle  competition,  but  to  give  the  benefit  of  expert 
engineering  aid  and  financial  assistance  and  metropolitan  service  to  scattered 
plants  whose  existence  otherwise  would  not  be  justifiable.  It  is  true  that  these 
isolated  plants  may  constitute  a  monopoly  in  each  particular  instance  but  prac- 
tically all  political  economists  agree  that  monopoly  under  sane  regulation  is  the 
onlyi)rudent  method  of  operation.     The  history  of  the  development  of  the  holding 
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company  is  traced,  and  its  advantages  cited.  It  is  said  that  from  a  financial 
point  of  view,  it  cannot  be  questioned  that  a  utility  property  whose  operation  is 
directed  by  a  holding  company  that  is  sound  financially  and  is  efficiently  and 
economically  managed,  affords  a  more  inviting  investment  than  the  same  property 
would  if  operating  independently. 

980— Public  Relations. 

Public  Policy  of  Public  Utility  Corporations,  by  John  A.  Britton. 
A  Paper  Read  Before  the  San  Francisco  Section  of  A.  I.  E.  E.  Journal 
of  Electricity,  Power,  and  Gas,  3^  pages,  April  25,  1914,  p.  356. 

In  this  article  the  author  emphasizes  the  importance  of  the  individual  employe 
in  the  carrying  out  of  a  successful  public  policy  and  states  the  basis  on  which  that 
policy  would  be  formulated. 

980— Public  Relations. 

Modern  Public  Policies  of  Public  Service  Corporations,  by  P.  T. 
Craft.  Read  before  the  Iowa  Street  and  Interurban  Railway  Asso- 
ciation, April  23-25. 

This  is  an  analysis  of  the  present-day  public  policies  of  utilities,  of  the  reasons 
therefor  and  the  results  thereof.  Special  emphasis  is  laid  upon  the  importance 
of  the  personal  equation.  With  regard  to  the  relations  between  public  service 
corporations  and  government  bodies,  it  is  asserted  that  business-like  and  dignified 
dealing,  without  fear  or  favor,  will  eventually  overcome  any  prejudice  which  may 
exist,  with  the  final  result  that  both  parties  concerned  will  approach  each  negotia- 
tion witii  open  minds  and  each  will  gain  by  the  transaction.  Any  self-seeking 
politician  menbers  of  such  bodies,  whether  or  not  they  constitute  a  majority, 
must  eventually  cease  persecution  of  any  corporation  if  the  latter  earns  a  reputa- 
tion for  square  dealing,  good  service,  and  a  desire  to  please  its  patrons.  The 
constituents  of  such  politicians  must  eventually  enforce  justice. 

980— Public  Relations. 

Regulation  and  Education.  Editorial,  Electrical  World,  April  25, 
1914,  p.  909. 

This  emphasizes  the  need  of  educating  the  public  in  utilitj^  matters,  so  that  regu- 
lation, which  must  necessarily  reflect  public  opinion,  may  be  just.  It  is  said  that 
public  opinion  must  be  formed  and  then  properly  translated  into  law.  Not  only 
for  their  own  private  interests,  but  as  a  patriotic  duty,  public  utility  men  must 
undertake  this  educational  work,  which  must  be  done  frankly  in  the  open.  Inci- 
dently  the  teacher  will  have  nearly  as  much  to  learn  as  the  pupil.  More  than  all, 
it  must  be  done  so  that  the  public  will  acquire  an  increasing  amount  of  respect  for 
the  honesty  of  purpose  of  the  public  utility  men.  When  properly  carried  out  regu- 
lation is  of  great  benefit  to  both  the  utilities  and  the  public,  their  interest  being 
identical  in  almost  all  respects.  The  necessity  and  desirability  of  regulation  by 
commissions  having  been  established  firmly,  the  problem  of  the  moment  is  the 
education  of  the  public  and  the  utilities  concerning  each  other's  needs,  in  order 
that  the  commissions  may  determine  what  is  of  greatest  benefit  for  all. 

950 — Progress  in  the  Art. 

High  Voltage  Plants  of  the  World.  Chart  and  Editorial,  Electrical 
World,  April  25,  1914,  p.  911. 

This  is  a  chart  with  descriptive  comment  gathered  by  Mr.  Selby  Haar  on  the  trans- 
mission plants  throughout  the  world  which  operate  at  exceptionally  high  voltage. 
The  line  between  high  voltage  and  extra  high  voltage  was  drawTi  somewhat  arbi- 
trarily at  70,(X)0  volts.  The  primary  reason  for  this  is  that  to  include  plants  at 
40,000  to  70,000  volts  would  enormously  complicate  the  table  without  leading  to 
particularly  valuable  conclusions  as  to  high-voltage  practice,  since  many  of  the 
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systems  of  less  impressive  voltage  are  old  and  small,  and  to  include  them  would 
give  an  inaccurate  idea  of  the  present  situation.  Moreover,  70,000  volts  is  about 
the  line  at  which  the  pin-type  insulator  reaches  the  limit  of  its  usefulness.  Look- 
ing over  the  table  as  a  whole,  it  furnishes  extremely  striking  evidence  of  the  prog- 
ress that  has  been  made. 

910 — Promotion  and  Growth  of  the  Business. 

Is  There  a  Saturation  Point  in  the  Sale  of  Electricity?  by  J.  S. 
Forbes.  Address  Before  the  Iowa  Electric  Light  Association,  Cedar 
Rapids,  April  22-24. 

This  is  a  consideration  of  ways  and  means  of  increasing  sales  in  the  small  town. 
It  is  asserted  that  the  saturation  point  is  reached  only  when  every  house,  store, 
and  factory  in  a  given  towai  is  equipped  with  every  kind  of  current-consuming 
device. 

910 — Promotion  and  Growth  of  the  Business. 

Concentration  in  Power  Sales,  Editorial,  Electrical  World,  May  2, 
1914,  p.  854. 

This  states  that  one  of  the  essentials  in  extending  central-station  power  service 
is  the  ability  to  concentrate  upon  particular  features  of  the  local  power  situation, 
spotting  the  weak  points  of  the  existing  service  and  emphasizing  the  fitness  of  the 
electric  drive  as  a  means  of  bettering  the  conditions.  The  winning  proposition 
to  install  service  is  often  built  around  one  or  two  features  of  an  established  mechan- 
ical drive  which  the  factory  or  store  owner  has  never  realized  are  grossly  ineffi- 
cient. It  is  pointed  out  that  it  is  better  to  capture  a  power  installation  upon  an 
underestimate  of  the  profits  of  electric  service  than  to  promise  the  prospect  of 
very  large  immediate  savings  which  may  be  realized  if  the  ecjuipment  is  given  a 
fair  show  but  which  may  not  be  realized  if  it  is  subjected  to  abuse  or  improper 
service  demands.  The  assertion  is  made  that  no  one  can  study  electric  power 
applications  long  without  being  convinced  that  even  a  rehabilitated  mechanical 
plant  can  scarcely  hope  in  the  long  run  to  make  as  good  a  showing  on  total  yearly 
cost  as  the  same  plant  equipped  with  a  properly  designed  motor  drive. 

COURT   DECISION  REFERENCES. 

112 — Franchises. 

City  of  Madison  v.  Southern  Wisconsin  Ry.  Co.  Decision  of  the 
Supreme  Court  of  Wisconsin,  March  17,  1914.  146  Northwest- 
ern 492. 

In  this  case  the  company  attempted  to  recover  the  cost  of  paving  that  portion  of 
a  street  between  its  railway  tracks  and  one  foot  outside  the  rails,  on  the  ground 
that,  while  its  original  franchise  compelled  it  to  bear  the  expense  of  such  paving, 
its  present  franchise  which  was  substituted  for  the  original  franchise  in  1892,  ex- 
pressly omitted  that  provision.  The  court  holds  however  that  a  provision  of  the 
new  ordinance  that  the  company  should  "keep  the  space  between  the  rails  of  each 
track  and  for  the  space  of  one  foot  on  the  outside  in  proper  repair  so  as  not  to  inter- 
fere with  travel"  and  "keep  the  same  in  proper  order  and  cleanliness  at  its  o\vn 
cost  and  expense,"  places  this  obligation  upon  the  company.  The  court's  decision 
in  Milwaukee  v.  M.  E.  R.  &  L.  Co.,  151  Wis.  520,  139  N.  W.  396,  is  cited  and  the 
general  principle  declared  that  "in  the  granting  of  such  long  franchises  as  the  one 
in  question,  it  must  be  presumed  that  a  mutual  intention  existed  that  the  grantee 
should  not  operate  so  as  to  obstruct  the  efforts  of  the  authorities  in  their  wisdom, 
to  maintain  the  streets  up  to  any  reasonable  standard  rcciuired  in  order  to  keep 
abreast  of  the  times  and  afford  the  public  the  use  of  ways,  in  harmony  with  pro- 
gressive demands  growing  out  of  increase  of  population,  increase  of  use,  and  im- 
provements demonstrated  by  experience  to  be  reasonably  required  to  make  such 
ways  adaptable  to  changed  conditions." 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

COMMISSION  DECISIONS 

NEW  HAMPSHIRE 
144 — Mergers. 

Petitions  of  the  Grafton  Electric  Light  and  Power  Company  con- 
cerning the  Purchase  of  the  Property  of  the  Lebanon  Electric  Light  and 
Power  Company  and  the  Mascoma  Electric  Light  and  Gas  Company. 
Decision  of  the  New  Hampshire  Public  Service  Commission,  Refusing 
to  Authorize  the  Transfer  According  to  the  Terms  Proposed  by  the 
Company.     February  3,  1914. 

The  petition  for  the  right  to  purchase  the  properties  was  accompanied 
by  a  petition  for  authority  to  issue  stocks  and  bonds. 

The  proposal  to  substitute  for  two  companies  having  a  combined 
capitalization  of  $118,000,  a  single  company  with  $300,000  of  capital, 
issued  against  the  same  property,  obviously  calls  for  the  most  careful 
scrutiny 

A  valuation  of  the  properties  was  made  to  determine  the  reasonable- 
ness of  the  proposed  purchase  price  and  the  basis  for  security  issues. 

311.2 — Reproduction  Cost  New. 

Counsel  in  this  case,  as  in  like  cases,  generally  seem  to  us  to  lay 
altogether  too  much  stress  upon  the  cost  of  reproduction  as  the  neces- 
sary measure  of  value. 

The  Supreme  Court  of  the  United  States,  in  the  Minnesota  Rate 
case,  said: 

"The  cost  of  reproduction  method  is  of  service  in  ascertaining  the 
present  value  of  the  plant  when  it  is  reasonably  applied  and  when  the 
cost  of  reproducing  the  property  may  be  ascertained  with  a  proper 
degree  of  certainty.  But  it  does  not  justify  the  acceptance  of 
results  which  depend  upon  mere  conjecture." 

The  cost  of  reproduction  method  certainly  is  of  service  in  ascertaining 
the  present  value — in  some  cases  of  more  service  than  in  others. 
But  it  is  not  in  itself  the  sole  or  the  necessarily  controlling  factor 
in  ascertaining  that  value.  In  the  enumeration  of  the  facts  to  be 
considered  as  laid  down  in  Smyth  vs.  Ames,  it  is  only  one  of  several, 
all  of  which  are  to  be  given  the  weight  due  them,  according  to  the  facts 
of  the  particular  case  under  consideration. 

If  by  value  we  mean  exchange  value,  the  price  for  which  an  article  will 
sell  at  a  free  sale,  without  anything  in  the  nature  of  compulsion  or 
extraordinary  incentive  on  either  side  (Westchester  Street  Railroad 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Company  case,  Public  Service  Commission  of  New  York,  Second  Dis- 
trict, decided  April  24,  1912),  it  is  obvious  that  cost  of  reproduction 
depreciated  is  not  a  final  test  of  value.  If  I  desire  to  sell  my  house, 
and  both  the  prospective  purchaser  and  I  desire  to  agree  upon  a  fair 
price,  we  by  no  means  settle  the  ultimate  question  of  value  by  securing 
the  opinion  of  competent  architects  as  to  what  it  would  cost  to  re- 
produce the  house  in  its  depreciated  condition.  Though  that  cost 
were  ascertained  to  the  complete  satisfaction  of  both  parties,  I  might 
yet  think  that  for  various  reasons  I  ought  to  have  more ;  and  the  pur- 
chaser would  still  in  all  probability  express  some  interest  in  the  ques- 
tion of  what  it  actually  cost  me.  And  in  the  end  I  might  be  very 
fortunate  to  get  the  amount  of  my  original  investment,  less  what  it 
would  cost  to  make  the  house  as  good  as  new 

315.1— Going  Value. 

A  going  concern  value  is  also  claimed,  though  no  attempt  is  made  to 
estimate  its  amount,  and  no  evidence  is  adduced  upon  which  specific 
findings  could  be  based.  The  item  is  of  course  a  proper  one  for  con- 
sideration, but  in  view  of  the  lack  of  definite  evidence,  we  cannot 
attempt  to  estimate  it  separately,  but,  as  to  this  and  other  items 
already  enumerated,  must  follow  the  course  suggested  by  the  Supreme 
Court  of  Iowa  in  Cedar  Rapids  Gas  Light  Co.  v.  City  of  Cedar 
Rapids,  144  Iowa  434. 

"The  value  of  the  plant  is  to  be  estimated  in  its  entirety,  rather  than 
by  the  addition  of  estimates  on  its  component  parts,  though  the 
latter  course  will  materially  aid  in  determining  the  value." 

And  we  repeat  what  we  said  in  the  Berlin  Electric  Light  Company 
case: 

"If  especial  weight  is  to  be  claimed  for  the  going  concern  element  on 
account  of  alleged  failure  of  returns  in  earlier  years,  evidence  should 
be  introduced  so  that  an  intelligent  finding  upon  that  point  may  be 
made." 

The  petitioners'  counsel  seem  to  treat  going  concern  value  as  synon- 
ymous with  earning  power  or  commercial  value,  and  enter  into  elab- 
orate calculations  of  the  earnings  of  the  two  companies,  compared 
with  their  proposed  capitaUzation,  and  comparisons  of  their  rates 
with  rates  of  other  companies  in  the  State.  The  trouble  with  this 
reasoning  is  that  it  assumes  that  the  existing  rates  are  reasonable, 
because  they  compare  favorably  with  rates  elsewhere  in  New  Hamj)- 
shire.  But  this  by  no  means  proves  that  the  rates  are  not  too  high. 
They  may  be  too  high  everywhere.  Or  they  may  be  reasonable 
elsewhere,  and  too  high  here  because  producing  a  return  dispropor- 
tionate to  the  value  of  the  property.  We  cannot  assume  that  the 
rates  are  reasonable  until  we  know  the  value  of  the  property.  And 
if  we  use  the  return  under  existing  rates  to  establish  the  value,  we  at 
once  find  ourselves  traveling  the  okl  familiar  vicious  circle,  proving 
value  by  rates  and  rates  by  value.  Capacity  for  earning  a  comi)ar- 
atively  large  net  income  upon  a  small  investment  has  an  important 
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bearing  in  determining  the  return  which  the  company  should  be  al- 
lowed to  earn.     But  that  is  another  question 

319.1— Water  Power  Rights. 

The  Commission  says  that  the  determination  of  the  ^•alue  of  a  water 
power  is  a  task  of  the  greatest  difficulty. 

Water  power  has  value,  if  it  produces  energy  at  a  sufficient  saving  over 
coal  to  ofTset  the  disadvantages  attendant  upon  its  variable  produc- 
tion. But  the  entire  saving  over  coal,  calculated  on  the  total  annual 
production  of  power,  and  capitalized,  certainly  far  exceeds  the  value 
of  the  power — what  one  would  pay  for  it  as  a  substitute  for  a  steam 
plant.     .     .     . 

One  feature  of  the  "saving  over  coal"  method  of  determining  the 
value  of  a  water  power  should  not  escape  attention.  We  live  in  a  region 
remote  from  the  coal  fields,  the  cost  of  transportation  is  heavy,  and 
the  price  of  coal  is  higher  than  in  almost  any  other  part  of  the 
country.  On  the  other  hand,  ours  is  a  mountainous  State,  with  many 
streams  having  a  large  fall  and  furnishing  an  abundance  of  water 
power,  much  of  which  is  still  undeveloped.  If  we  adopt  the  policy 
of  valuing  water  powers  in  rate  and  capitalization  cases  by  capital- 
izing their  saving  over  coal,  the  people  of  the  State  are  left  subject  to 
all  the  disadvantages  attendant  on  remoteness  from  the  coal  mines, 
while  enjoying  no  advantage  from  living  in  a  region  abundantly 
supplied  with  water  powers.  A  "fair  value"  of  a  water  power  in 
New  Hampshire  cannot  be  a  value  which  takes  no  account  of  our 
natural  resources,  and  makes  electricity  produced  by  water  as 
expensive  to  the  public  as  if  produced  by  coal.     .     .     . 

The  evidence  as  to  their  value  on  a  coal  saving  basis  has  been  given 
due  consideration,  but  cannot  be  accepted  as  a  final  test  of  value.   .   .   . 

COURT  DECISIONS 

MARYLAND 

242.1— Testimony. 

Public  Service  Commission  of  M.\ryland  v.  Northern  Central 
Railway  Company  et  al.  Northern  Central  Railway  Company  et 
al.  V.  Public  Service  Commission  of  Maryland.  Suit  to  Restrain 
the  Enforcement  of  an  Order  of  the  Commission  Establishing  Switching 
Rates.  Decision  of  the  Court  of  Appeals  of  Maryland  Restraining 
the  Rates  in  Part.     January  15,  1914.     90  Atlantic  105. 

This  is  an  appeal  from  an  order  of  the  Maryland  Commission  reducing 
the  switching  rates  charged  by  the  various  railroads  in  Baltimore.  The 
decision  contains  important  rulings  as  to  the  weight  to  be  given  to  ex- 
pert testimony  and  comparati^"e  data  in  rate  cases. 

131 — Protection  from  Confiscation. 

We  cannot  adopt  the  view  that  common  carriers  may  be  required  to 
perform  services  at  rates  less  than  the  actual  costs  of  such  services, 
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for  that  would  amount  to  confiscation  and  would  ultimately  defeat 
the  ends  they  are  designed  to  accomplish,  namely,  to  subserve  the 
public  good  and  public  convenience 

242.1— Testimony. 

The  evidence  adduced  before  the  Commission  for  the  purpose  of 
showing  what  would  be  reasonable  rates  for  the  service  prescribed  con- 
sisted chiefly  of  the  testimony  of  experts  as  to  what  would  be  reason- 
able charges  for  the  several  movements  of  freight  mentioned,  and 
evidence  showing  that  in  many  other  cities  similar,  and  in  some  in- 
stances lower,  charges  for  the  same  or  like  services  are  in  force. 
While  the  latter  does  not  show  that  the  conditions  at  the  points  named 
are,  in  all  respects,  the  same  as  the  conditions  existing  in  Baltimore 
city,  it  is  nevertheless  entitled  to  some  weight  in  considering  the 
unreasonableness  of  the  rates  in  question.  Matter  of  Divisions  of 
joint  Rates  and  Other  Allowances  to  Terminal  Railroads,  10  Interst. 
Com.  Com'n.  Rep.  385;  Sinaiko  Bros.  v.  Chicago,  M.  &  St.  P.  Ry. 
Co.  4  Wis.  R.  R.  Com'n.  Rep.  432;  Detroit  Tariff  Ass'n.  v.  L.  S.  & 
M.  S.,  21  Interst.  Com.  Com'n.  Rep.  257 

242.4^Experts. 

They  [the  railroads]  ....  offered  evidence  in  the  court  below  to 
show  that  the  actual  cost  of  the  movements  mentioned  in  the  order  of 
the  Commission  is  in  excess  of  the  rates  prescribed.  This  evidence 
was  excluded  by  the  court  below,  but  we  think  it  should  have  been  ad- 
mitted. It  is  difficult  of  course,  to  ascertain  with  absolute  accuracy 
the  cost  of  any  particular  service  by  railroad  companies,  which  must 
acquire  and  maintain  the  necessary  equipment  and  facilities  for  the  ac- 
commodation of  the  business  of  its  entire  system.  But  the  fact  that 
such  testimony  may  not  be  strictly  accurate  does  not  determine  its 
admissibility.  Nor  does  the  fact  that  the  estimate  of  the  witness  must 
be  based  upon  data  furnished  by  the  records  of  the  railroad  company 
not  under  his  immediate  control  and  supervision,  or  the  result  of  his 
own  work  or  observation,  render  such  evidence  inadmissible. 

Chicago,  M.,  etc.,  Ry.  v.  Tompkins,  176  U.  S.  167,  20  Sup.  Ct.  336, 
44  L.  Ed.  417.  This  evidence  consists  of  the  opinions  of  experts, 
based  upon  calculations  made  by  them  of  the  costs  of  the  service 
required  and  offered  in  evidence,  and  while  its  accuracy  may  not  be 
susceptible  of  mathematical  demonstration,  we  think  it  shows  that 
the  rates  fixed  by  the  Commission  for  connecting  line  and  intermedi- 
ate switching  are  unreasonable 

MICHIGAN 

600— Rate  Differentials. 

Alpena  Electric  Light  Co.  v.  Kline.  Suit  to  Prevent  Customer, 
Who  Purchased  Electricity  for  Power,  from  Using  It  for  I^ighting  Pur- 
poses. Decision  of  the  Supreme  Court  of  Michigan,  Enjoining  Such 
Use.     April  7,  1914.     146  Northwestern  652. 
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In  this  case  a  customer  who  used  electrical  power  in  his  industrial  estab- 
lishment, ran  a  part  of  the  current  furnished  to  him  at  440  volts,  through 
a  transformer  which  reduced  the  voltage  to  110;  and  then  used  the  cur- 
rent for  lighting  purposes  within  the  plant.  The  company,  being  un- 
able to  determine  what  part  of  the  current  was  used  for  power  and 
what  part  for  light,  applied  to  the  customer  for  leave  to  enter  upon  his 
premises  and  connect  his  lighting  system  with  the  company's  city  sys- 
tem of  lighting.  This  was  refused  by  the  customer,  whereupon  the  com- 
pany brought  suit  for  mandatory  injunction  to  compel  the  customer  to 
allow  them  to  make  the  connection. 

To  permit  one  user  to  take  the  current  at  its  power  voltage  and  trans- 
form a  portion  of  it  to  the  lighting  voltage,  and  use  it  for  lighting, 
paying  for  the  whole  at  the  power  rate,  would  be  to  permit  a  discrimi- 
nation against  all  other  users  of  the  power  for  lighting,  because  the 
rate  charged  for  the  current  when  used  for  lighting  is  considerably 
higher  than  that  charged  when  it  is  used  for  power.  It  should  be 
noted  that  the  reasonableness  of  the  rates  charged  for  both  classes  of 
service,  according  to  the  schedule  filed  with  the  Railroad  Commission 
is  not  in  issue  in  this  proceeding.  The  right  of  a  public  service  corpor- 
ation to  charge  a  higher  rate  for  the  same  commodity  when  used  for 
one  purpose  than  when  used  for  another  purpose  is  perhaps  not  di- 
rectly involved,  though  questioned  by  the  defendant.  We  deem  it 
unnecessary  to  pass  upon  the  question  in  this  proceeding  as  we  are  of 
opinion  that  the  contention  should  in  any  event  first  be  made  before 
the  Railroad  Commission  in  a  proper  proceeding.  Upon  the  question 
reference  is  had  to  the  following  authorities:  Boerth  v.  Detroit  City 
Gas  Co.,  152  Mich.  654,  116  N.  W.  628,  18  L.  R.  A.  (N.  S.)  1197; 
In  re  Investigation  of  Milwaukee  Lighting  Rates,  9  Wis.  R.  R.  Com. 
R.  541;  Silkman  v.  Board  of  Water  Com'rs,  152  N.  Y.  327,  46  N.  E. 
612,  37  L.  R.  A.  827.  See,  also  Principles  and  Methods  of  Municipal 
Trading,  by  Prof.  Douglas  Knoop,  p.  224.  We  are  satisfied  that  the 
complainant  is  entitled  to  the  relief  prayed,  and  that,  if  defendant 
feels  himself  aggrieved  by  reason  of  excessive  charges,  his  remedy  is 
open  through  a  proper  application  for  relief  to  the  Railroad  Com- 
mission. 


NEW  YORK 

319— Land. 

People  ex.  rel.  Westchester  St.  Ry.  Co.  et  al.  v.  Public  Service 
Commission,  Second  District.  Suit  to  Set  Aside  an  Order  of  the 
Public  Service  Commission  Permitting  the  Westchester  Street  Rail- 
way Company  to  Issue  its  Common  Capital  Stock  Only  to  the  Amount 
of  $434,000.  Decision  of  the  Court  of  Appeals  of  New  York  Re- 
versing the  Commission's  Decision.  March  17,  1914.  104  North- 
eastern 952. 

The  decision  of  the  Appellate  Division  in  this  case,  reversing  the  com- 
mission's decision  is  given  in  3  Rate  Research  390. 
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141 — Reorganization. 

The  Court  here  holds  that  the  Purchasers  of  the  Tarrytown,  White 
Plains  and  Mamaroneck  Railway  Company,  made  no  plan  or  agree- 
ment, at  or  previous  to,  the  sale  of  the  property  and  franchises  of  that 
company,  in  anticipation  of  the  readjustment  of  the  respective  interests 
of  the  creditors,  mortgagees,  stockholders,  etc.,  as  provided  by  Stock 
Corporation  Law  (Consol.  Laws,  c.  59)  §  10;  and  that  therefore  the 
formation  of  the  Westchester  Street  Railway  Company  was  not  a  "re- 
organization". 

319— Land. 

We  are  unable  to  hold,  as  is  held  in  substance  by  the  Appellate  Divi- 
sion, that  the  Westchester  Street  Railroad  Company  is  entitled,  as 
a  matter  of  law,  to  the  approval  by  the  public  service  commission  of  an 
issue  of  its  stock  to  an  amount  at  least  equal  to  the  bid  made  in  its 
behalf  for  parts  of  the  property  and  franchises  of  the  Tarrytown, 
White  Plains  and  Mamaroneck  Railway  Company. 

The  purchase  price  of  property  in  the  open  market  is  generally 
entitled  to  great  weight  in  determining  the  value  of  such  property, 
but  such  purchase  price  is  not  conclusive  evidence  of  value,  and  a 
determination  of  such  amount  does  not  prevent  the  consideration  of 
other  evidence  bearing  upon  the  value  of  the  property  purchased. 
The  finding  of  the  public  service  commission  as  to  value  having  been 
disapproved  and  its  order  annulled  and  set  aside,  the  proceeding  should 
be  remitted  to  it  for  its  further  action,  in  view  of  the  findings  of  the 
Appellate  Division,  and  either  party  to  the  proceeding  should,  if  de- 
sired, be  allowed  to  present  further  testimony  to  the  commission  re- 
lating to  the  question  of  value. 


REFERENCES 
RATES 


612— Power. 


Electricity  for  Pumping,  by  J.  M.  Bryant.  Read  before  the  Illinois 
Water  Supply  Association,  March  10,  1914.  Engineerinq  News,  U 
pages.  May  7,  1914,  p.  1016. 

This  analyzes  the  cost  of  electricity  for  pumping  under  the  headings  (1)  Cost  of 
Pumping  Units,  (2)  Cost  of  Operation,  (3)  Reliability,  and  (4)  Cost  of  Power. 
It  is  stated  that  electric  power  for  pumping  should  receive  the  lowest  rate  of 
nearly  all  classes  of  service  furnished  by  a  power  plant.  The  proper  I'ate  to  be 
charged  in  any  connnunity  should  be  properly  determined  by  a  competent  en- 
gineer or  by  a  commission,  and  not  left  to  the  governing  body  of  the  community 
and  the  public  utility  without  expert  advice.  The  public  utility  should  be  encour- 
aged to  seek  the  pumping  load  and  the  city  to  co-operate  in  securing  a  prices  giving 
justice  to  all  consumers.     This  co-operation  should  extend  not  only  to  the  matter 
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of  securing  rates,  but  also  in  installing  the  equipment  best  for  all  concerned  and 
of  operating  it  at  times  wlien  the  company  can  best  afford  to  sufjply  the  power. 
This  same  rule  should  also  apply  to  combined  municipally  ow-ned  plants;  each 
part  of  the  service  should  bear  its  proper  portion  of  the  fixed  variable  charges. 

614 — Heating  and  Cooking. 

Electric  Heating  and  Cooking.  Editorial,  Electrical  Review,  May 
9,  1914,  p.  910. 

This  is  a  consideration  of  the  desirability  of  electric  cooking,  and  an  analysis 
of  its  advantages  over  other  methods. 

612.2 — Large  Power. 

Arrangement  for  Central  Station  Energy.  Editorial,  Electric 
Railway  Journal,  May  2,  1914,  p.  966. 

This  states  some  of  the  terms  of  the  contract  imder  which  the  Philadelphia  Elec- 
tric Company  will  supply  the  energy  to  operate  the  Pennsylvania's  electric  trains. 
It  is  said  that  the  rate  for  this  railroad  service  will  be  made  up  of  a  stand-by 
charge  for  kilowatts  of  demand  and  an  energy  charge  per  kilowatt-hour  consumed. 
The  rates  will  be  increased  proportionately  if  the  power  factor  is  less  than  70  per 
cent.  When  the  railroad  company  can  guarantee  a  maximum  demand  of  15,000 
kilowatts  and  35  per  cent  load  factor,  the  rate  will  be  proportionately  reduced. 

614 — Heating  and  Cooking. 

Meeting  of  the  "Point  Fives,"  London,  April  19,  1914:  Chair- 
man's Address  and  Proceedings. 

Reference  has  been  made  to  previous  meetings  of  the  "Point  Fives"  in  3  Rate 
Research  254,  and  4  Rate  Research  312.  At  this  meeting,  two  new  members 
were  enrolled,  Messrs.  C.  M.  Shaw  and  C.  F.  Furness,  their  rates  being  as  follows: 

City  of  Worcester  (England).      15%  of  the  rateable   value  and  fd.  per  unit, 
subject  to  a  discount  of  jd.  for  prompt  payment. 

Blackpool  Corporation  (England).     12J%  of  the  rateable  value  and  |d.  per  unit. 

The  chairman,  Mr.  Hame,  in  his  address  stated  that  the  success  of  the  electrical 
undertakings  where  low  rates  are  offered  for  current  used  for  domestic  purposes, 
has  sufficiently  demonstrated  the  justification  of  these  low  charges,  and  that 
electricity  for  heating,  cooking  and  other  domestic  purposes  has  proved  to  be 
satisfactory  both  to  the  supply  undertakings  and  the  consumers,  in  regard  to 
economy  and  to  its  practical  application.  The  main  body  of  the  address,  and 
the  discussion  was  devoted  to  a  few  of  the  important  details  connected  with  low 
price  charges,  and  the  apparatus,  devices  and  appliances  which  help  toward 
ultimate  success  in  the  application  of  electricity  for  domestic  purposes. 

612— Power. 

Electric  Motors  in  Argentina.  Daily  Consular  and  Trade  Reports, 
f  page,  May  6,  1914,  p.  701. 

This  states  that  electric  motors  are  used  in  Rosario  to  a  considerable  extent, 
those  for  industrial  purposes  being  chiefly  in  small  plants  and  workshops.  The 
Sociedad  de  Electricdad  (light  and  power  plant)  states  that  there  are  1,200  electric 
motors  in  use  at  Rosario  ranging  up  to  45  horsepower.  The  greatest  demand  is 
for  small  motors  of  5  to  7  horsepower.  Conditions  with  respect  to  voltage,  cur- 
rent prices,  etc.,  are  as  follows:  Main  part  of  the  city,  continuous  current,  449 
volts  for  motors  over  5  horsepower  and  220  volts  for  lighter  motors;  outer  dis- 
tricts, three-phase  alternating  current,  200  volts  for  motors  over  5  horsepower 
and  110  volts  for  lighter  motors.     Rates  for  motors  are  as  follows:     9.7  cents  per 
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kilowatt-hour  for  first  30  kilowatt-hours  consumed  per  month  for  each  horsepower 
installed;  5.8  cents  per  kilowatt-hour  for  remainder  up  to  1,000  kilowatts;  and  4.3 
cents  per  kilowatt-hour  for  consumption  in  excess  of  1,000  kilowatts  per  month. 
The  company  grants  special  rates  to  large  consumers  and  endeavors  through  ad- 
vertising to  increase  the  use  of  electric  motors.  It  neither  owns  nor  rents  motors 
except  those  used  in  its  own  plant. 

510 — Forms  of  Rates. 

Selling  Electric  Service,  by  Fred  0.  Dolson.  Journal  of  Elec- 
tricity, Power  and  Gas,  1|  pages,  May  2,  1914,  p.  382. 

This  suggests  a  rate  consisting  of  a  service  charge,  plus  a  charge  per  kilowatt- 
hour  which  shall  be  exactly  inversely  proportional  to  the  load  factor.  To  show 
the  advantages  of  this  form  of  rate,  an  example  is  taken  consisting  of  a  service 
charge  of  $1  per  horsepower  per  month  (based  on  maximum  demand)  plus  a  meter 
rate  of  two  cents  per  kilowatt-hour,  with  a  discount,  e.  g.  (50  per  cent  times  the 
monthly  load  factor).  This  is  compared  to  various  irrigation  rates,  namely  that 
fixed  by  the  California  Commission  for  the  Northern  California  Power  Com- 
pany; that  charged  by  the  Great  Western  Power  Company;  and  that  charged 
by  the  Pacific  Power  &  Light  Company  of  Portland.  A  chart  is  given  showing 
graphically  a  comparison  of  these  rates. 

614 — Heating  and  Cooking. 

The  Electric  Cooking  Opportunity,  by  S.  J.  Halls.  Journal  of 
Electricity,  Power  and  Gas,  ^  page.  May  2,  1914,  p.  383. 

This  gives  further  discussion  of  the  electric  cooking  business  of  the  British 
Columbia  Electric  Railway  Company,  to  which  reference  was  made  in  4  Rate 
Research  214.  The  average  connected  cooking  consumer  is  3.75  kilowatts, 
with  an  average  maximum  demand  of  2  kilowatts,  and  the  kilowatt-hour  con- 
sumption works  out  at  about  90  kilowatt-hours  monthly,  which,  at  the  present 
rate  of  5  cents  per  kilowatt-hour,  amounts  to  an  average  bill  of  $4.50.  In  taking 
chart  readings  it  is  found  that  about  79  per  cent  of  the  energy  used  is  "off-peak" 
and  21  per  cent  comes  on  the  daily  peak,  the  peak  period  being  roughly  from 
4  p.  m.  to  8  p.  m.  in  the  winter  months  and  from  7  p.  m.  to  11  p.  m.  during  the 
summer  months.  The  opinion  is  expressed  that  it  is  to  the  middle  classes,  and 
particularly  to  the  housewife  who  does  her  own  work,  that  central  stations  must 
look,  at  any  rate  for  the  present,  for  an  increase  in  cooking  business.  There  is 
no  doubt  but  that  many  people  are  these  days  studying  economy. 

614 — Heating  and  Cooking. 

The  Future  of  Electric  Heating  and  Cooking  in  Marine  Service, 
by  H.  J.  Mauger.  Proceedings  of  the  A.  I.  E.  E.,  10  pages,  May, 
1914,  p.  693. 

Indications  of  the  future  point  to  electric  motor  driven  propulsion,  and  abandon- 
ment of  coal-burning  boilers.  Electric  cooking  and  heating  is  in  line  with  this 
development  and  the  source  of  heat  for  cooking  and  heating  will  be  confined  to 
the  boiler  room.  The  future  of  electric  cooking  apparatus  is  assured  by  the 
progress  already  made  in  the  U.  S.  Navy  in  adopting  electric  equipment.  A 
detailed  report  is  given  of  a  trial  trip  of  U.  S.  Texas,  which  depends  almost  entirely 
upon  electricity  for  cooking.  Consumption  of  1.25  kilowatt-hours  per  person  per 
meal  is  indicated.  Load  factor  was  50  per  cent.  Electric  ranges  and  bake  ovens 
effect  considerable  saving  in  weight  and  space  and  release  cooks  from  being 
"firemen"  to  devote  their  time  and  effort  to  good  cooking.  Electric  cooking 
finds  greatest  advantages  in  high  temperature  cooking.  Electric  heating  on  ship- 
board does  away  with  the  disadvantages  of  steam  i)iping  and  gives  individual 
and  local  regulation  and  provides,  wJiere  desired,  glowing  heat  without  fire. 
Other  accessories  are  the  electric  fiatiron,  the  soldering  iron  and  therapeutic 
devices. 
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612— Power. 

Electric  Power,  by  David  B.  Rushmore  and  Eric  A.  Lof.  Pro- 
ceedings of  the  A.  I.  E.  E.,  16  pages,  May,  1914,  p.  803. 

The  authors  briefly  trace  the  evolution  of  electric  power  up  to  the  present  time, 
and  note  various  fields  of  application  of  electric  power  which  have  become  special- 
ized branches  of  electrical  engineering.  The  tendency  of  public  utilities  towards 
consolidation,  and  the  advantages  to  be  derived  thereby,  are  discussed,  also  the 
intercoimcction  of  hydroelectric  plants,  and  the  grouping  of  systems  under  a 
holdmg  company.  The  growth  of  the  electric  power  industry  is  illustrated  by 
reference  to  the  recent  U.  S.  census  report.  The  present  practice  tends  to  the  use 
of  very  large  generating  imits,  and  transmission  lines  are  being  constantly  increased 
in  length  and  operated  at  higher  voltages.  Applications  of  electric  power  to 
various  industries  are  briefly  referred  to  and  their  advantages  in  various  fields 
are  specified. 

INVESTMENT  AND  RETURN 

300 — Investment  and  Return. 

Valuation  and  Rate  Making  Principles  and  Precedents.  Electric 
Railway  Journal,  4  pages,  May  2,  1914,  p.  989. 

This  gives  an  abstract  of  the  company's  brief  in  the  Springfield  (Mo.)  Gas  &  Elec- 
tric Company  case  (See  5  R.\te  Research  13.)  It  is  said  that  the  case  is  of  de- 
cided interest  because  in  it  are  involved  valuation  and  rate-making  issues  that  are 
highly  important  in  the  electric  light  and  electric  railway  fields.  The  decision 
in  the  case  will  probably  take  its  place  as  a  precedent  in  these  matters  for  all 
classes  of  public  utilities  in  the  State.  The  brief  is  characterized  as  an  exhaustive 
resume  of  appraisals  and  previous  decisions  involved  in  the  subject  of  valuation 
and  rate-making.  The  four  primary  questions  considered  in  the  brief  are  ab- 
stracted, i.  e.,  (1)  What  value  of  the  property  of  the  company  should  be  used  as  a 
basis  of  reasonable  return?  (2)  What  shall  be  the  allowance  for  depreciation  re- 
serve? (3)  What  is  the  proper  rate  of  return?  (-4)  What  are  the  proper  operating 
charges? 

300— Investment  and  Return. 

A  Far  Reaching  Decision.     Editorial,  Stone  &  Webster,  May,  1914, 

p.  333. 

This  states  briefly  the  rulings  of  the  New  York  Court  of  Appeals  in  the  Kings 
County  Lighting  Case,  on  going  value,  paving  over  mains,  and  land.  It  is  said 
that  this  is  one  of  the  most  important  decisions  imder  the  public  utility  law  of 
New  York.  It  is  believed  that  it  will  have  a  far  reaching  effect  in  standardizing 
the  views  of  the  nation  on  these  three  important  questions. 


PUBLIC  SERVICE  REGULATION 

132 — Protection  from  Competition. 

Monopoly  in  Utility  Service.  Editorial,  Electrical  World,  May  2, 
1914,  p.  965. 

This  states  that  the  Public  Service  Commission  of  Pennsylvania  has  rendered  de- 
cisions upholding  as  desirable  the  principle  of  monopoly  in  public  utility  service. 
In  so  doing  it  takes  the  same  position  that  most  of  the  other  commissions  hold  on 
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this  question.  That  is  to  say,  it  decides  that  it  is  unwise  to  permit  two  companies 
to  do  in  competition  what  one  existing  company  serving  a  territory  is  able  to  do. 
The  groimds  on  which  such  a  policy  is  defensible  are  reasonable  and  economic. 
The  history  of  public  utility  companies  in  various  parts  of  the  country  proves  the 
case.  Generally  a  competing  plant  is  absorbed  by  the  existing  company  whose 
rate  it  demoralized  and  whose  business  it  tried  to  get.  The  public  has  been  so 
short-sighted  in  the  past  as  to  see  only  the  lower  rates  which  the  competitor 
promised  and  to  fail  to  see  that  a  consolidation  was  inevitable  after  an  vmeconomic 
rate  war  had  demoralized  the  business.  After  such  a  consolidation  there  are 
two  plants  and  two  capital  accomits  upon  which  the  public  is  expected  to  pay  a 
return.  The  theory  of  regulation  by  the  public  is  that  the  monopoly  furnishing 
the  service  shall  be  protected  from  destructive  competition.  The  companies,  on 
their  part,  are  not  without  obligations  when  they  accept  this  theory.  They  owe 
it  to  the  public  to  give  as  good  service  while  enjoying  protection  as  a  monopoly 
as  they  would  give  if  they  were  imder  the  spur  of  competition. 

268— Public  Service  Laws. 

The  Illinois  Public  Utilities  Law,  by  William  J.  Norton.     The 

Voter,  2|  pages,  May,  1914,  p.  42. 

This  considers  various  questions  connected  with  the  Illinois  law.  It  is  pointed 
out  that  there  seems  to  have  been  a  tendency  to  follow  the  California  law  in 
drafting  the  law;  and  that  the  law  enacted  in  Illinois  provides  for  practically 
the  same  regulation  of  public  utilities  as  exist  in  other  states,  such  as  New  York, 
New  Jersey,  Wisconsin  and  Indiana.  The  various  powers  and  duties  delegated 
to  the  commission  are  set  forth  in  a  great  amount  of  detail,  which  may  prove 
a  needless  burden  to  the  commission.  The  restrictions  imposed  upon  the  com- 
mission make  it  a  law  hard  to  administer  in  its  application  to  the  varying  condi- 
tions and  circumstances  coming  under  its  jurisdiction.  Compared  with  similar 
laws  of  other  states,  it  is  also  evident  that  the  Illinois  law  is  most  restrictive 
upon  the  companies  and  that  the  line  of  arbitration  between  the  public  and  the 
corporations  is  not  fairly  drawn.  In  many  respects  the  law  distinctly  favors 
the  public  as  against  the  corporations.  The  statement  is  that  the  Illinois  law 
is  grossly  defective  in  that  it  does  not  afford  protection  against  competition 
by  a  municipal  plant.  In  conclusion,  it  is  said  that  the  present  utility  law  pro- 
vides on  the  whole  a  satisfactory  beginning,  and  the  present  administration  of 
the  law  promises  that  there  will  be  careful  and  considerate  action  by  an  arbi- 
tration body  ready  to  profit  by  the  experience  of  similar  bodies  in  other  states 
and  willing  to  proceed  slowly  imtil  the  situation  is  thoroughly  understood  and 
a  course  determined  fair  alike  to  both  the  companies  and  the  public. 

220 — General  Powers  of  Commissions. 

Jurisdictional  Limitations  upon  Commission  Action,  by  Bruce 
Wyman.  Pamphlet,  24  pages.  Reprinted  from  Volume  27,  Harvard 
Law  Reciew,  Cambridge,  Massachusetts. 

This  is  an  examination  of  the  recent  decisions  defining  the  powers  conferred 
upon  the  Interstate  Commerce  Commission.  In  conclusion,  it  is  averred  that 
these  decisions  mean  that  as  a  people  we  will  not  be  content  to  have  our  rights 
determined  by  administrative  fiat;  w^e  demand  reasoned  judgment  based  ujjon 
ascertained  principles  generally  imderstood.  If  the  Commission  is  to  be  hekl 
to  its  function  of  administrating  the  law,  we  must  have  some  basis  for  determin- 
ing the  meaning  of  the  word  reasonable  used  in  the  Act.  The  Commission 
can  only  set  aside  a  rate  if  it  is  unreasonable;  in  its  place  it  can  only  fix  a  rate 
which  is  reasonable.  But  how  is  it  to  be  detormiiicd  what  rates  are  unreasonable 
and  what  change  would  make  them  reasonable,  unless  we  have  defhiit(>  ))rinci- 
ples  universally  recognized?  The  Interstate  Commerce  Commission  itself  has 
made  noteworthy  progress  in  the  past  few  years  in  establishing  by  its  decisions  the 
bases  upon  which  the  reasonableness  of  rates  depend  as  a  matter  of  law.  The 
Supreme  Court  has  also  of  late  years  been  giving  the  stamp  of  its  apjiroval  to  rules 
for  the  determination  of  the  reasonableness  of  rates  which  seem  at  last  to  be  practi- 
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cable.  Vague  though  a  phase  in  a  statute  may  apparently  be,  yet  it  may  well  have  a 
definite  meaning  in  the  law;  and  by  the  prevailing  rule,  when  a  given  phrase  has 
an  accepted  significance  at  connnon  law,  it  should  be  taken  in  that  sense.  We 
must  have  some  objective  standard  to  go  upon,  or  we  have  no  security  from 
subjective  differences.  What  is  reasonable  according  to  principles  of  law  govern- 
ing the  matter  is  what  we  must  insist  upon  in  order  to  confine  our  commissions 
to  administration.  If  we  have  nothing  to  rely  upon  except  what  seems  upon  the 
whole  to  the  body  in  power  desirable  or  impolitic,  we  can  hope  for  nothing 
better  than  benevolent  despotism  subject  to  all  the  corresponding  risks  of  arbi- 
trary power. 

200 — Public  Service  Regulation 

Conduct  of  Public  Utilities  unoer  Commission  Supervision,  by 
F.  W.  Stearn.  Read  before  the  Iowa  Section,  N.  E.  L.  A.,  Cedar 
Rapids,  Iowa,  1914. 

This  traces  the  development  of  the  regulation  of  public  utilities  from  the  first 
attempts  to  regulate  by  legislation  to  the  present.  It  is  pointed  out  that  this 
great  development  of  the  idea  of  regulation  of  public  utilities  through  state  com- 
missions has  not  been  accomplished  without  opposition.  This  mainly  from  two 
sources.  First  the  utility  corporations  themselves,  and  secondly,  the  large 
municipalities.  The  opposition  of  the  public  utility  corporations  to  the  estab- 
lishing of  state  regulation  has  been  based  upon  what  is  believed  to  be  a  mistaken 
idea  of  the  probable  effects  of  such  regulation,  and  that  of  the  municipalities  upon 
jealousy  and  disinclination  to  surrender  any  of  the  prerogatives  of  so-called  "home- 
rule."  A  few  of  the  most  salient  advantages  of  state  control  as  opposed  to 
municipal  control,  are  pointed  out.  Reference  is  made  to  the  procedure  of  com- 
missions in  handling  cases;  to  the  quasi-judicial  character  of  commission  action; 
to  the  expert  quality  of  the  work.  It  is  said  that  when  compared  with  the  way  that 
such  matters  are  usually  considered  by  municipal  coimcils,  the  contrast  is  as 
great  as  the  difference  between  day  and  night.  This  is  particularly  true  in  rate 
regulation. 


MUNICIPALITIES 

810 — Municipal  or  Local  Regulation  of  Utilities. 

Cleveland  Company  Appeals  to  State  Commission  in  3-cent  Rate 
Case.     Electrical  World,  ^  page,  May  2,  1914,  p.  973. 

This  comments  on  the  fact  that  an  appeal  has  been  made  to  the  Public  Utilities 
Commission  of  Ohio  by  the  Cleveland  Electric  Illuminating  Company  in  regard 
to  the  ordinance  passed  by  the  City  Council  of  Cleveland  on  March  16,  1914,  fix- 
ing a  maximum  rate  for  illuminating  electricity  of  3  cents  per  kilowatt-hour. 
The  statement  issued  by  Mr.  Samuel  Scovil,  President,  explaining  the  company's 
stand  in  the  matter,  is  quoted. 

830— Public  Ownership. 

Municipal  Plant,  Plain  City,  Ohio.  0.  E.  L.  A.  Monthly,  1  page, 
May,  1914,  p.  158. 

This  states  that  the  municipal  light  and  water  plant  at  Plain  City,  Ohio,  is  ex- 
periencing the  usual  trouble  of  municipal  plants.  Some  sixteen  years  ago  the 
village  constructed  its  light  and  water  plant.  Like  most  municipal  plants,  while 
it  had  the  taxpayers  pay  the  interest  by  taxation  and  used  the  entire  income  of 
the  plant  for  its  operating  expense,  setting  back  nothing  for  depreciation,  it  went 
serenely  on  its  way  under  the  mistaken  idea  that  it  was  making  money.  At  the 
end  of  1913  it  found  its  machinery  well  toward  the  end  of  its  depreciation,  with 
no  part  of  the  original  bonds  paid  and  with  a  deficit  of  about  $1,800  on  the  last 
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six  months  operation.  The  Board  of  Public  Affairs  of  the  village,  composed  of 
good  men  in  their  respective  vocations,  concluded  that  there  was  something 
wrong  and  called  in  an  electrical  engineer  who  made  a  very  careful  analysis  of 
their  property  and  found  that  their  water  was  costing  them  11.27  cents  per  thousand 
gallons  to  pump  and  deliver,  and  their  electricity  9.5  cents  per  kilowatt-hour  to 
generate,  and  they  were  selling  their  water  at  10  cents  per  thousand  gallons  and 
their  electricity  at  8  cents  per  kilowatt-hour,  and  laying  by  nothing  for  depre- 
ciation; and  the  village  paying  the  interest  on  the  bonds  and  would  eventually 
have  to  pay  the  bonds. 

830 — Municipal  Ownership. 

MUNICIP.A.L  Ownership  for  the  Capital  City.  Editorial,  Electric 
Railway  Journal,  May  2.  1914,  p.  957. 

This  discusses  the  advocation  by  the  Public  Service  Commission  of  the  District 
of  Columbia  of  the  passage  of  a  bill  providing  for  the  "acquisition,  owTiership  and 
operation  of  all  the  Washington  street  railroads."  Various  objections  both  as  to 
method  and  principle  are  cited.  The  Commission's  report  is  quoted. to  the  effect 
that  "if  this  public  service  is  performed  by  public  authorities  they  can  have  no 
other  motive  than  to  do  those  things  that  the  traveling  public  demands.  They 
have  but  to  maintain  a  proper  relation  between  efficient  service  and  the  cost 
thereof."  It  is  pointed  out,  that  the  idea  that  the  commissioners  of  the  District 
of  Columbia,  changed  as  they  are  every  four  years  and  sometimes  after  shorter 
terms,  could  take  over  the  transportation  problem  of  the  District  of  Columbia 
and  handle  it  more  efficiently  than  the  existing  companies  are  handling  it  at  the 
present  time,  is  of  course  an  assumption  entirely  unjustified  by  general  experience 
or  the  facts  of  this  particular  case.  The  commissioners  have  found  the  regulation  of 
electric  railways  "perplexing"  and  "complex,"  but  this  does  not  seem  to  have 
suggested  to  them  that  ownership  and  operation  would  be  at  least  as  perplexing 
and  complex  as  mere  regulation.  Moreover  there  is  nothing  in  the  management 
of  government  or  municipal  enterprises  which  shows  evidence  of  notable  efficiency 
or  absence  of  politics  or  gives  ground  for  belief  that  any  different  plan  would  be 
followed  if  the  operation  of  the  public  utilities  was  imder  the  same  direction. 

830— Public  Ownership. 

Hearing  Before  the  Subcommittee  on  Street  Railways  of  the 
Committee  on  the  District  of  Columbia.  House  of  Representa- 
tives, Sixty-third  Congress,  Second  Session  on  H.  R.  7896.  Pam- 
phlet, 141  pages. 

This  gives  the  testimony  given  before  this  Committee  in  its  consideration  of  the 
question  of  mimicipal  ownership  of  street  railways  in  the  District  of  Columbia. 

830 — Municipal  Ownership. 

The  Public  Utility  Business,  by  W.  H.  McGrath.  Puget  Sound 
Electric  Journal,  2|  pages,  May,  1914,  p.  12;  and  Stone  &  Webster,  3 
pages.  May,  1914,  p.  357. 

This  traces  the  change  in  the  attitude  of  the  public  from  the  early  days  of  encour- 
agement to  the  present  days  of  restriction  and  regulation.  The  general  socialis- 
tic character  of  the  present  tendencies  and  the  inherent  dangers  of  these  tendencies, 
are  pointed  out.  It  is  shown  that,  while  a  well-managed  municipal  undertaking 
keeps  up  the  appearance  of  success  for  a  longer  period  than  the  ill-managed  muni- 
cipal undertaking,  the  final  answer  is  the  same  and  the  end  usually  comes  when 
the  tax-payer  finds  his  burden  is  becoming  yearly  greater  and  greater,  and  at 
last  calls  a  halt.  He  concludes  that  if  the  interest  charges  on  this  program  are 
so  terrific  we  had  better  not  borrow  any  more  money  until  we  can  see  some  way 
of  paying  back  what  we  have  already  borrowed.  He  sees  what  the  condition  of 
municipal  finances  have  now  become;  in  addition  to  making  it  impossible  for  a 
private  corporation  to  raise  money  because  of  conditions  which  surround   the 
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business,  and  in  addition  to  making  the  public  utility  company  which  is  probably 
the  largest  tax-payer  in  the  community  carry  a  large  share  of  the  burden  of  a  com- 
petitive enterprise,  the  tax  rate  has  now  risen  to  a  point  which  discourages  all 
industries  of  any  kind  from  coming  to  the  city,  and  stops  its  growth  and  prosperity. 
Finally,  by  approaching  or  reaching  its  debt  limit,  the  city  cannot  longer  find  a 
marker  for  its  own  municipal  bonds  and  the  people  suffer  because  neither  the 
company  nor  the  city,  nor  anybody  else  can  provide  the  extensions  and  service 
which  the  people  require.  How  far  this  gloomy  outlook  may  be  realized  only 
depends  on  the  extent  to  which  this  socialistic  municipal  program  is  carried 
out,  but  in  some  of  our  Pacific  Coast  cities  where  we  already  have  municipal 
light  plants,  municipal  railways,  municipal  ice  plants,  and  are  seriously  talking 
about  municipal  golf  links,  and  municipal  pool  rooms,  we  are  certainly  headed 
in  this  direction. 

GENERAL 

980 — Public  Relations. 

LOWLANDERS     AND      HIGHLANDERS — THE     PROBLEM     OF     Co-OpERATIVE 

Publicity,  bv  Henry  C.  Hazzard.  Electric  Railway  Journal,  3  pages, 
May  2,  1914,"  p.  967. 

This  discusses  the  need  of  a  direct  and  united  presentation  of  the  case  of  the 
public  utility  companies.  There  is  a  comparison  of  the  attitude  of  the  public 
in  the  past  and  in  the  present,  and  an  analysis  of  the  general  causes  of  the  present 
dissatisfaction  anil  unrest.  The  different  views  of  public  utility  companies  as 
to  the  seriousness  of  the  question,  are  compared  to  the  different  attitude  taken 
by  lowlanders  and  highlanders,  when  danger  from  flood  is  threatened.  It  is 
said  that  in  co-operation  lies  the  fimdamental  difficulty  to  successful  publicity — 
that  of  bringing  together,  and  then  of  holding  together,  the  lowlanders  and  the 
highlanders  in  a  comprehensive  publicity  campaign.  For,  publicity  ways  and 
means  that  may  be  acceptable  to  the  one  as  none  too  adeciuate,  are  quite  certain 
to  be  rejected  bj^  the  other  as  extreme.  Assuming  that  the  necessity  of  united 
action  becomes  generally  recognized  and  that  a  sectional  or  national  organiza- 
tion undertakes  to  put  into  practice  the  theory  of  co-operation  in  publicity,  there 
at  once  is  presented  the  unsolved  and  complex  problem  of  how  to  proceed.  It 
is  stated  that  old  methods  should  be  discarded  for  new,  that  public  utilities 
must  adopt  a  perfectly  frank  attitude  toward  the  public  and  endeavor  to  inform 
the  public  openly  and  frankly;  and  that  a  campaign  with  such  an  end  in  view  must 
be  straight  to  the  point,  artless,  candid  and  unreserved.  It  should  be  accepted 
as  a  matter  of  fact  that  the  cause  is  worthy  of  being  exijounded  and  that  the  best 
interests  of  the  public  demands  plain  speaking  even  more  urgently  than  the  best 
interests  of  the  public  utilities. 

910 — Promotion  and  Growth  of  the  Business. 

Merz  and  McLellan  on  London  Electricity  Supply.  Article  and 
Editorial,  Electrical  World,  1  page,  May  2,  1914,  p.  971  and  967;  Editori- 
al, Electric  Railway  Journal,  May  2,  1914,  p.  955. 

This  comments  on  the  report  rendered  on  April  16  by  Messrs.  Merz  and  McLellan 
to  the  London  County  Council  on  "London  Electricity  Supply."  According  to 
their  investigations,  the  replacement  of  all  of  the  existing  stations  in  a  territory 
of  100  square  miles,  by  eight  or  ten  plants  farther  down  the  Thames  River  would 
save  18  per  cent,  or  approximately  $850,000,  a  year  in  operating  expenses.  This 
saving  means  that  after  allowing  all  capital  and  sinking  fimd  charges  on  the  new- 
equipment  the  entire  cost  of  the  old  plants  would  be  written  off  by  1931.  The 
editorials  state  that  it  is  very  encouraging  to  note  all  over  the  world  the  increasing 
appreciation  of  the  economies  incident  to  the  supply  of  electricity  in  bulk.  The 
time  has  gone  by  when  isolated  small  stations  can  make  a  good  economic  showing 
in  the  face  of  the  steady  public  pressure  for  lower  prices.  The  great  stations  of 
this  country  have  for  years  past  been  working  at  the  economics  of  wholesale 
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supply,  and  the  excellent  results  obtained  have  served  as  an  admirable  example 
elsewhere.  Now  London  seems  to  be  awaking  to  the  situation,  and  the  present 
London  electric  supply  bill  may  fairly  be  said  to  be  chargeable  in  no  small  degree 
to  the  good  example  set  on  this  side  of  the  water.  It  is  pointed  out  that  a  striking 
feature  of  the  report  is  the  reference  to  the  fact  that  several  railways  (presumably 
the  London  &  South  Western  and  the  London  &  Northwestern  Railways)  are 
building  their  own  stations  for  electrified  suburban  lines  because  of  the  present 
inadequate  energy  supply.  Certainly  the  load  factor  of  such  lines  is  not  one 
which  should  encourage  the  building  of  separate  plants  if  a  whole  battery  of  cen- 
tralized intercomiected  plants  is  available.  While  the  consulting  engineers  sug- 
gest several  ways  to  carry  out  the  scheme  of  centralization,  they  appear  to  favor 
partial  or  complete  municipal  ownership  with  private  operation  on  a  profit-sharing 
basis. 

COURT  DECISION  REFERENCES. 

129.3— Refusal  of  Service. 

Glenfield  Borough  et  al.  v.  Manufacturers'  Light  &  Heat  Com- 
pany. Decision  of  the  Supreme  Court  of  Pennsylvania.  January 
5,  1914.     90  Atlantic  158. 

In  this  case  the  gas  company  was  at  one  time  enjoined  from  discontinuing  free  gas 
to  churches,  as  was  required  by  its  franchise.  This  franchise  has  however  been 
superseded  by  a  second,  which  omits  the  provision  regarding  such  free  service. 
Therefore  the  court  dissolves  the  injunction. 

112.5 — Ordinance  Rates. 

Birmingham  Waterworks  Company  v.  City  of  Birmingham.  Deci- 
sion of  the  District  Court,  N.  D.  Alabama,  S.  D.  January  9,  1913. 
211  Federal  497. 

In  this  case  the  franchise,  granted  by  the  city  in  1888,  named  the  rates  to  be 
charged  by  the  company  during  life  of  the  franchise,  which  was  thirty  years. 
This  decision  holds  that  the  city  must  abide  by  the  contract.  The  rate  provisions 
of  the  franchise  are  interpreted  as  fixing  absolute  rather  than  maximum  rates; 
and  it  is  held  that  the  city  has  no  power  to  regulate  further,  during  the  life  of  the 
franchise. 

115 — Use  of  Public  Highways. 

Norman  Milling  &  Grain  Company  v.  Bethurem.     Decision  of  the 

Supreme  Court  of  Oklahoma.     February  3,   1914.     On  Rehearing, 

April  4,  1914.     139  Pacific  830. 

This  decision  is  concerned  with  the  question  of  the  relative  rights  in  the  streets, 
of  owners  of  trees  and  the  companies  stringing  wires  on  the  streets.  The  Court 
holds  that,  in  such  a  case,  mutual  and  reasonable  accommodation  is  due  from  each 
to  the  other.     In  this  case  the  owners  of  the  trees  are  awarded  damages. 

782.5 — Lamp  Efficiency. 

Manufacturers'  Natural  Gas  Co.  v.  Birmingham  &  Brownsville 
Macadamized  Turnpike  Road  Co.  Decision  of  the  Supreme  Court 
of  Pennsylvania.     January  5,  1914.     90  Atlantic  134. 

In  this  case  the  gas  company  which  was  obligatcMl  l)y  cliarlcM-  to  furnish  free  street 
gas,  applied  to  the  Courts  to  have  Welsbach  burners  install(Ml  and  secured  a  ckna-ee 
to  that  effect.  This  decision  holds  that  the  gas  company  should  i)ay  for  the  in- 
stallation and  upkeep  of  the  Welsbach  bvu'ners  since,  while  sucli  burners  save  gas, 
they  are  more  expensive  to  maintain  than  those  approved  by  the  former  decree. 


^ 
mt 


Vol.5 


May  20,  1914 


No.  8 


RATE 
RESEARCH 


B     B 


PUBLISHED  BY  THE 

RATE  RESEARCH  COMMITTEE 

OF  THE 

NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

120  WEST  ADAMS  STREET  -  -  -  CHICAGO 


m 


^   3Sg 


Entered  as  second-class  matter  July  11,  1913,  at  the  post-oflace  at  Chicago,  Illinois,  under  the  Act  of  March  3,  1879 


NATIONAL    ELECTRIC    LIGHT    ASSOCIATION 

JOSEPH.  B.  MCCA.L.L. President 

JOHN  A.  BRIXTON Vice-President 

HOLTON  H.  SCOTT       ....      .Vice-President 

E.  W.  LLOYD Vice-President 

E.  C.  DEAL Vice-President 

T.  COMMERFORD  MARTIN  ....  SECRET.4.RT 
S.  A.  SEWALL  .      .      .      .     Ass'T  TO  THE  Secretary 

^^r.  f.  wells treasurer 

H.  BILLINGS  .  Ass'T  SECRETARY  and  Treasurer 
EVERETT  \V.  BURDETT  .  .  .  General  Counsel 
GEO.  ^Y.  ELLIOTT  .      .  MASTER  OF  Transportation 

EXECUTIVE    COMMITTEE 

JOSEPH  B.  McCAEL 

H.  C.  ABELE  CHAS.  L.EDGAR        E.  W.  LLOTD  FRANK  M.  TAIT 

H.  G.  BBADLEE  W.  C.  L.  EGLIN  R.  S.  ORR  A. 'WILLIAMS 

JOHN  A.  BRITTON    A.C.EINSTEIN  'W^.  N.  RYERSON  T.I.JONES 

E.  C.  DEAL  C.  E.  GKOESBECK    HOLTON  H.  SCOTT  W.  TV.  FREEMAN 

RATE    RESEARCH    COMMITTEE 

E.  ^V.  LLOYD.  CHAIRMAN 

L.  H.  CONKLIN  W.  H.  JOHNSON  R.  A.  PHILIP 

A.  A.  DION  J.  W.  LIEB.  jR.  F.  ^V.  SMITH 

R.  S.  HALE  W.  J.  NORTON  ^V.  H.  WINSLOW 

MIKE  S.  HART.  SECRETARY 
120  WEST  ADAMS   STREET        -  -         CHICAGO,   ILL. 

Rate  Research 

William  J.  Norton,  Editor.  Gk.\ce  Eaton  Hauk,  Associate  Editor. 

Issued  Every  WEDNESDAY  by  the  RATE  RESEARCH  COMMITTEE 

120  WEST  ADAMS  STREET        -         CHICAGO 

TERMS    OF  SUBSCRIPTION: 

Three  Copies  to  One  Address,  $25.00  a  Year;   Payable  in  Advance. 
Additional  Copies,  $8.00  a  Year. 
Single  Copy,  $10.00  a  Year;    Payable  in  Advance. 
Make  Checks  and  Drafts  Payable  to  Secretary,  National  Electric  Light  Association, 
and  Address  all  Communications  to  120  West  Adams  Street,  Chicago,  111. 

COFTRIQHT,    1914,    BT   NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 


CONTENTS  Page 

COMMISSION  DECISIONS 115 

Illinois 115 

COURT  DECISIONS. 117 

United  States  Supreme  Court 117 

REFERENCES 122 

Rates 122 

Investment  and  Return 123 

Public  Service  Regulation 124 

Municipalities 125 

General 127 

Court  Decision  References 128 


(114) 


Rate  Research 

Vol.  5  Chicago,  May  20,  1914  No.  8 

For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

COMMISSION  DECISIONS 

ILLINOIS 

72 — Rate  Schedules. 

Application  of  The  Western  United  Gas  and  Electric  Company 
for  Authority  to  Change  Rates.  Decision  of  the  Illinois  Public 
Utilities  Commission,  Granting  the  Right  to  Put  in  Effect  the  Sched- 
ule of  Rates  Submitted  by  the  Company,  May  6,  1914. 

This  is  the  first  case  in  which  a  complete  rate  schedule  is  copied  into 
the  decision  and  formally  approved  by  the  Illinois  Commission.  The 
following  are  the  rates  approved  by  the  Commission  revised  according 
to  the  Rate  Research  Committee  form : 

NOTE. — In  preparing  this  schedule  for  publication  in  Rate  Research 
in  the  usual  form  it  has  been  necessary  to  change  to  a  considerable 
extent  the  actual  wording  of  the  schedule  as  approved  by  the  Commis- 
sion, and  there  was  some  difficulty  in  determming  the  exact  meaning  of 
the  schedule.  The  Rate  Research  Committee  has  repeatedly  called 
attention  to  the  necessity  of  very  clear  statements  in  rate  schedules  and 
also  to  the  danger  of  using  abbreviations  in  rate  schedules,  and  we  are 
surprised  to  find  in  a  schedule  approved  by  a  Commission,  the  abbrevi- 
ation, K.  W.,  used,  when  kilowatt-hours  are  meant. 
Attention  is  also  called  to  the  peculiar  energy  charge  in  the  above 
maximum  demand  and  power  rates.  It  seems  unfortunate  that  such 
a  complicated  rate  schedule  should  be  proposed  at  this  time,  as  it  w^ould 
have  been  much  easier  to  express  the  same  rate  in  a  standard  form,  and 
in  our  opinion,  nothing  is  gained  by  such  complications. 

LIGHTING  RATES. 
Rate. 

12  cents  per  kilowatt-hour. 

Prompt  Payment  Discount. 

2  cents  per  kilowatt-hour  when  bills  are  paid  before  the  15th  day  of  the  month 
following  that  in  which  service  is  rendered. 

Quantity  Discount. 

2  cents  per  kilowatt-hour  if  bills  at  the  net  rate  are  $10.00  per  month,  or  over. 

Minimum  Charge. 

50  cents  per  month  per  meter. 

City  of  Wheaton,  only.    $1.00  per  month  per  meter. 

Editorial  Note. — All  indented  matter  is  direct  Quotation. 
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f  MAXIMUM  DEMAND  LIGHTING  RATE. 

Optional  for  business  houses  for  periods  of  not  less  than  one  year. 

Rate. 

Demand  Charge. 

20  cents  i)er  100  watts,  or  fraction  thereof,  of  maximum  demand. 

y  Energy  Charge. 

4  cents  per  kilowatt-hour  consumed  per  month. 

I  \  cent  per  kilowatt-hour  discount  when  the  energy  charge  is  twice  the 

1  demand  charge,  or  over,  in  any  month. 

1  cent  per  kilowatt-hour  discount  when  the  energy  charge  is  four  times  the 
demand  charge,  or  over,  in  any  month. 

I5  cents  per  kilowatt-hour  discount  when  the  energy  charge  is  six  times  the 
demand  charge  or  over  in  any  month. 

Determination  of  Demand. 

The  maximum  demand  shall  be  determined  from  the  connected  load  of  the  con- 
sumer, and  may  be  determined  and  revised  from  time  to  time  as  the  company 
may  see  fit  or  the  consumer  may  request,  such  intervals  of  revision  not  to  be 
less  than  three  months. 

V 

POWER  RATES. 
Rate. 

Demand  Charge. 

$1.50  per  kilowatt,  or  fraction  thereof,  of  the  maximum  demand. 

Energy  Charge. 

4  cents  per  kilowatt-hour  for  electricity  used  equivalent  to  or  less  than  the 
first  60  hours'  use  of  maximum  demand. 

3  cents  per  kilowatt-hour  for  electricity  used  equivalent  to  the  next  30  hours' 
use  of  maximum  demand. 

2  cents  per  kilowatt-hour  for  electricity  used  equivalent  to  the  next  30  hours' 
use  of  maximum  demand. 

1^  cents  per  kilowatt-hour  for  all  electricity  used  in  excess  of  the  above. 

Determination  of  Demand. 

The  maximum  demand  is  to  be  determined  from  time  to  time  as  the  company 
may  see  fit  or  the  consumer  may  request,  by  a  demand  meter  or  suitable  instru- 
ment. The  reading  of  which  meter  or  instrument  shall  govern  until  such 
time  as  a  new  reading  may  be  taken. 

Quantity  Discount. 

10 per  cent  on  uistallations  of  from  50  to,  and  including,  99  horsepower  demand. 
10  per  cent  additional  on  installations  exceeding  99  horsepower  demand. 

Prompt  Pajmient  Discount. 

10  per  cent  when  bills  ure  i)aid  on  or  before  the  15th  day  of  the  month  next  suc- 
ceeding that  in  which  service  is  rendered. 

Minimum  Charge. 

$3.00  per  month  per  consumer. 
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OFF-PEAK  BUSINESS. 

Available  for  any  customer  agreeing  to  use  no  current  from  October  to  March,  in- 
clusive, between  the  hours  of  3:30  P.  M.  and  10:00  P.  M. 

Rate. 

Same  rate  per  kilowatt-hour  as  under  the  regular  power  schedule  subject  to 
the  same  discounts.     No  demand  charge. 

Term  of  Contract. 

One  year  or  more. 

SPECIAL  OFF-PEAK  RATE. 

Available  for  lighting  and  power  customers  where  the  company  shall  have  full 
control  over  the  hours'  use,  and  may  regulate,  curtail  or  suspend  service  at  any  time. 

Rate. 

3  cents  per  kilowatt-hour. 

RATES  FOR  THE  CITY  OF  GLENELLYN 

The  following  rates,  fixed  by  ordinance,  are  charged  for  all  service  in  Glenellyn. 

Rate. 

15  cents  per  kilowatt-hour. 

Prompt  Payment  Discount. 

3  cents  per  kilowatt-hour  when  bills  are  paid  or  or  before  the  month  next  suc- 
ceeding the  month  in  which  service  was  rendered. 

Minimum  Charge. 
$1.00  per  month. 

COURT  DECISIONS 

UNITED   STATES    SUPREME   COURT 

112 — Franchises. 

RtJSSEL  V.  Sebastian.  In  Error  to  the  Supreme  Court  of  California 
to  Review  a  Decree  Refusing  Relief  by  Habeas  Corpus  to  a  Person 
Arrested  for  Excavating  in  a  City  Street  in  Violation  of  a  Municipal 
Ordinance.  Decision  of  the  United  States  Supreme  Court  Revers- 
ing the  Decision  of  the  Lower  Court  and  Remanding  It  for  Further 
Proceedings.     April  6,  1914.     34  Sup.  Ct.  517. 

The  Constitution  of  California  of  1879  as  amended  in  1885  (Art.  XI), 
Section  19,  provided  that  in  any  city  where  there  are  no  public  works 
owned  and  controlled  by  the  municipality  for  supplying  the  same  with 
water  or  artificial  light  "any  individual,  or  any  company  duly  incor- 
porated for  such  purpose"  under  the  State  law,  should  under  general 
municipal  regulations  ''have  the  privilege  of  using  the  public  streets 
and  thoroughfares  thereof  and  of  laying  down  pipes  and  conduits 
therein  and  connections  therewith"  for  supplying  the  City  and  its 
inhabitants  with  gas,  light  or  fresh  water,  subject  to  the  rights  of  the 
municipal  government  to  regulate  the  charges  thereof. 
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On  October  10th,  1911,  this  Section  of  the  Constitution  was  amended 
so  as  to  provide,  among  other  things,  "persons  or  corporations  may 
estabhsh  and  operate  works  for  supplying  inhabitants  with  such  services 
(light,  water,  power,  heat,  transportation  and  telephone  service),  upon 
such  conditions  and  under  such  regulations  as  the  municipality  may 
prescribe  under  its  organic  law,  on  condition  that  the  municipal  gov- 
ernment shall  have  the  right  to  regulate  the  charges  thereof." 

By  Ordinance,  approved  October  26th,  1911,  the  City  of  Los  Angeles 
provided  that  no  one  should  exercise  any  franchise  or  privilege  to  lay 
or  maintain  pipes  or  conduits  in  the  streets  for  conveying  gas,  water, 
etc.,  without  having  obtained  a  grant  from  this  City  unless  such  person 
or  corporation  might  be  "entitled  to  do  so  by  direct  and  unlimited  au- 
thority of  the  Constitution  of  the  State  of  California  or  of  the  Con- 
stitution or  laws  of  the  United  States." 

Another  Ordinance,  approved  February  21st,  1912,  declared  that  it 
should  be  unlawful  to  make  any  excavation  in  a  street  for  any  purpose, 
without  written  permission  from  the  Board  of  Public  Works,  and  that 
before  issuing  the  permit  the  Board  should  require  the  applicant  to 
show  legal  authority  to  use  the  streets  for  the  purpose  specified. 

The  Economic  Gas  Company,  which  operated  in  Los  Angeles  under 
the  Constitution  of  1879  as  amended  in  1885,  in  October,  1911,  applied 
to  the  Board  of  Public  Works  for  permission  to  excavate  in  a  certain 
street.  The  Board  informed  the  Company  that  it  would  not  be  per- 
mitted to  open  the  street  or  to  lay  its  pipes  therein  unless  it  first  sought 
and  obtained  a  franchise  by  purchase  in  accordance  with  the  Ordinance 
of  October  26th,  1911.  Thereupon  the  Company  notified  the  Board 
that  it  would  extend  its  mains  at  the  time  and  place  stated,  and  re- 
quested the  Board  to  direct  and  superintend  the  work.  It  was  pro- 
ceeding to  do  so  when  plaintiff  in  error  was  arrested.  The  court 
holds  that  the  Company,  by  the  establishment  of  its  plant,  accepted 
the  State's  offer  in  the  Constitution  of  1879,  as  amended  in  1885,  that 
the  resulting  grant  constituted  a  contract,  and  vested  in  the  Company 
a  property  right  protected  by  the  Federal  Constitution  against  impair- 
ment; and  that  the  Company's  contract  rights  included  the  privilege 
of  extending  its  mains  into  streets  not  previously  used,  subject  to  the 
constitutional  provisions  that  the  city  should  superintend  the  execution 
of  the  work,  regulations  for  indemnity  with  respect  to  damage,  and 
the  right  of  the  municipality  to  regulate  rates. 

The  court  quotes  the  case  of  Re  Johnston,  137  Cal.  115,  69  Pac.  973, 
interpreting  §  19  of  article  11  of  the  constitution. 

When  the  voice  of  the  State  declares  that  it  is  bound  if  its  offer  is 
accepted,  and  the  question  simply  is  with  respect  to  the  scope  of 
the  obligation,  we  should  be  slow  to  conclude  that  only  a  revocable 
license  was  intended.  Moreover,  the  provision  plainly  contemplated 
the  establishment  of  a  plant  devoted  to  the  described  public  service 
and  an  assumption  of  the  duty  to  perform  that  service.  That  the 
grant,  resulting  from  an  acceptance  of  the  State's  offer,  constituted 
a  contract  and  vested  in  the  accepting  individual  or  corporation  a 
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property  right,  protected  by  the  Federal  Constitution,  is  not  open 
to  dispute  in  view  of  the  repeated  decisions  of  this  court. 

"New  Orleans  Gas  Light  Co.  v.  Louisiana  Light  &  H.  P.  &  Mfg.  Co.,  115 
U.  S.  650,  660,  29  L.  ed.  516,  520,  6  Sup.  Ct.  Rep.  252;  New  Orleans  Water- 
works Co.  V.  Rivers,  115  U.  S.  674,  680,  681,  29  L.  ed.  525,  527,  528,  6  Sup. 
Ct.  Rep.  273;  Walla  Walla  v.  Walla  Walla  Water  Co.  172  IT.  S.  1,  9,  43,  L. 
ed.  341,  345,  19  Sup.  Ct.  Rep.  77;  Louisville  v.  Cumberland  Teleph.  &  Teleg. 
Co.  224  U.  S.  649,  663,  664,  56  L.  ed.  934.  940,  941,  32  Sup.  Ct.  Rep.  572; 
Grand  Trunk  Western  R.  Co.  v.  South  Bend,  227  U.  S.  544,  552,  57  L.  ed.  663, 
639,  44  L.  R.  A.  (N.  S.)  405,  33  Sup.  Ct.  Rep.  303;  Owensboro  v.  Cumberland 
Teleph.  &  Teleg.  Co.  230  U.  S.  58,  65,  57  L.  ed.  1389,  1393,  33  Sup.  Ct.  Rep. 
988;  Boise  Artesian  Hot  &  Cold  Water  Co.  v.  Boise  Citv.  230  U.  S.  84,  90, 
91,  57  L.  ed.  1400,  1406,  1407,  33  Sup.  Ct.  Rep.  997;  Dill.  Mun.  Corp.  5th  ed. 
^  1242." 

The  controversy  in  the  present  case  relates  to  the  extent  to 
which  the  grant  had  become  effective  through  acceptance.  It  is 
not  contended  that  the  change  in  the  Constitution  could  disturb 
the  company's  right  in  the  streets  used  previous  to  the  amendment; 
but  it  is  insisted  that  such  actual  user  measured  the  range  of  the 
acceptance  of  the  grant,  and  hence  defined  the  limits  of  its  operation. 

In  support  of  this  view,  the  established  and  salutary  rule  is  invoked 
that  public  grants  are  to  be  construed  strictly  in  favor  of  the 
public;  that  ambiguities  are  to  be  resolved  against  the  grantee. 

Charles  River  Bridge  v.  Warren  Bridge,  11  Pet.  420,  546,  549,  9  L.  ed.  773, 
823,  824;  Slidell  v.  Grandjean,  HI  U.  S.  412,  437,  28  L.  ed.  321,  329,  4  Sup. 
Ct.  Rep.  475;  Detroit  Citizen's  Street  R.  Co.  v.  Detroit  R.  Co.  171  U.  S. 
48,  54,  43  L.  ed.  67,  71,  18  Sup.  Ct.  Rep.  732;  Knoxville  Water  Co.  v.  Knox- 
ville,  200  U.  S.  34,  50  L.  ed.  .359,  26  Sup.  Ct.  Rep.  224;  Blair  v.  Chicago,  201 
U.  S.  400,  471,  50  L.  ed.  801,  830,  26  Sup.  Ct.  Rep.  427. 

It  has  often  been  stated,  as  one  of  the  reasons  for  the  rule,  that 
statutes  and  ordinances  embodying  such  grants  are  usually  drawn 
by  interested  parties,  and  that  it  serves  to  frustrate  efforts  through 
the  skillful  use  of  words  to  accomplish  purposes  which  are  not 
apparent  upon  the  face  of  the  enactment. 

"Dubuque  &  P.  R.  Co.  v.  Litchfield,  23  How.  66,  88,  16  L.  ed.  500,  .509; 
Slidell  V.  Grandjean,  HI  U.  S.  412,  437,  28  L.  ed.  321,  329,  4  Sup.  Ct.  Rep. 
475;  Blair  v.  Chicago,  201  U.  S.  400,  471,  50  L.  ed.  801,  830,  26  Sup.  Ct.  Rep. 

427." 

But  it  must  also  be  recognized  that  this  principle  of  construction 
does  not  deny  to  public  offers  a  fair  and  reasonable  interpretation, 
or  justify  the  withholding  of  that  which  it  satisfactorily  appears 
the  grant  was  intended  to  convey. 

Winona  &  St.  P.  R.  Co.  v.  Barney,  113  U.  S.  618,  625,  28  L.  ed.  1109,  1111, 
5  Sup.  Ct.  Rep.  606;  United  States  v.  Denver  &  R.  G.  R.  Co.,  150  U.  S.  1, 
14,  37  L.  ed.  975,  979,  14  Sup.  Ct.  Rep.  11;  Minneapolis  v.  Minneapolis  Street 
R.  Co.,  215  U.  S.  417,  427,  54  L.  ed.  259,  267,  30  Sup.  Ct.  Rep.  118. 

Here,  the  provision  was  presented  by  a  constitutional  convention 
for  adoption  by  the  people  as  the  deliberate  expression  of  the  policy 
of  the  State  in  order  to  secure  the  benefits  of  competition  in  public 
service  and  it  will  not  be  questioned  that  it  must  receive,  as  the 
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State  court  said  in  People  v.  Stephens,  62  Cal.  p.  233,  "a  practical, 
common-sense  construction." 

There  is  no  ambiguity  as  to  the  scope  of  the  offer.  It  was  not 
simply  of  a  privilege  to  maintain  pipes  actually  laid,  but  to  lay  pipes 
so  far  as  they  might  be  required  in  order  to  effect  an  adequate  dis- 
tribution. The  privilege  was  defined  as  that  "of  using  the  streets 
and  thoroughfares  thereof,  and  of  laying  down  pipes  and  conduits 
therein,  and  connections  therewith,  so  far  as  may  be  necessary  for 
introducing  into  and  supplying  such  city  and  its  inhabitants  either 
with  gaslight,  or  other  illuminating  light,  or  with  fresh  water  for 
domestic  and  all  other  purposes  upon  the  condition  that  the  munici- 
pal government  shall  have  the  right  to  regulate  the  charges  thereof." 

The  breadth  of  the  offer  was  commensurate  with  the  requirements 
of  the  undertaking  which  was  invited.  The  service  to  which  the 
provision  referred  was  a  community  service.  It  was  the  supply  of 
a  municipality — which  had  no  municipal  works — with  water  or 
light.  This  would  involve,  in  the  case  of  waterworks,  the  securing 
of  sources  of  supply,  the  provision  of  conduits  for  conveying  the 
water  to  the  municipality,  and  the  permanent  investment  in  the 
construction  of  reservoirs  with  suitable  storage  capacity;  and,  in  the 
case  of  gasworks,  the  establishment  of  a  manufacturing  plant  on 
a  scale  large  enough  to  meet  the  demands  that  could  reasonably  be 
anticipated.  But  waterworks  and  gasworks  constructed  to  furnish  a 
municipality  with  water  or  light  would  of  course,  be  useless  without 
distributing  systems;  and  the  right  of  laying  in  the  streets  the  mains 
needed  to  carry  the  water  or  gas  to  the  inhabitants  of  the  community 
was  absolutely  essential  to  the  undertaking  as  a  practical  enter- 
prise.    .     .     . 

The  individual  or  corporation  undertaking  to  supply  the  city  with 
water  or  light  was  put  in  the  same  position  as  though  such  individual 
or  corporation  had  received  a  special  grant  of  the  described  street 
rights  in  the  city  which  was  to  be  served.  Such  a  grant  would  not 
be  one  of  several  distinct  and  separate  franchises.  When  accepted 
and  acted  upon  it  would  become  binding — not  foot  by  foot,  as  pipes 
were  laid,  but  as  an  entirety,  in  accordance  with  its  purpose  and 
express  language.  Grand  Trunk  Western  R.  Co.  v.  South  Bend, 
227  U.  S.  544,  555,  556,  57  L.  ed.  633,  640,  641,  44  L.  R.  A.  (N.  S.) 
405,  33  Sup.  Ct.  Rep.  303. 

It  is  urged  that,  in  the  absence  of  any  provision  for  formal  or 
written  acceptance,  the  only  way  the  offer  could  be  accepted  was 
by  use  of  the  streets,  and  that  for  this  reason  the  rights  of  the 
company  could  not  extend  beyond  the  length  of  its  pipes  in 
place.  But  this  is  to  say  that  the  offer  as  made  could  not  be 
accepted  at  all;  that  the  right  to  lay  pipes  could  not  in  any  event 
be  acquired.  It  is  to  assume,  despite  the  explicit  statement  of 
the  constitutional  provision,  that  the  investment  in  ext(Misive 
plants — in  the  construction  of  reservoirs,  and  in  the  building 
of  manufacturing  works — was  invited  without  any  assurance  that 
the  laying  of  the  distributing  system   could   be   completed,  or  that 
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it  could  even  be  extended  far  enough  to  afford  any  chance  of  profit. 
It  would  be  to  deny  the  right  offered,  although  essential  to  the 
efficiency  of  the  enterprise,  and  in  its  place  to  give  a  restricted  and 
inadequate  right,  which  was  unexpressed. 

In  view  of  the  nature  of  the  undertaking  in  contemplation,  and  of 
the  terms  of  the  offer,  we  find  no  ground  for  the  conclusion  that 
each  act  of  laying  pipe  was  to  constitute  an  acceptance  pro  tanto. 
We  think  that  the  offer  was  intended  to  be  accepted  in  its  entirety 
as  made,  and  that  acceptance  lay  in  conduct  committing  the  person 
accepting  to  the  described  service.  The  offer  was  made  to  the  indi- 
vidual or  corporation  undertaking  to  serve  the  municipality,  and 
when  that  service  was  entered  upon  and  the  individual  or  cor- 
poration had  changed  its  position  beyond  recall,  we  cannot  doubt 
that  the  offer  Avas  accepted. 

City  R.  Co.  V.  Citizens'  Street  R.  Co.  166  U.  S.  557,  568,  41  L.  ed.  1114, 
1118,  17  Sup.  Ct.  Rep.  653;  Grand  Trunk  Western  R.  Co.  v.  South  Bend, 
supra. 

In  this  \iew,  the  grant  embraced  the  right  to  lay  the  extensions  that 
were  needed  in  furnishing  the  supply  within  the  city. 

This  construction  of  the  constitutional  provision  is  the  only  one 

that  is  compatible  with  the  existence  of  the  duty  which  it  was  intended 

as  it  seems  to  us,  that  the  recipient  of  the  State's  grant  should 

assume.     The  service,  as  has  been  said,  was  a  community  service. 

Incident  to  the  undertaking  in  response  to  the  State's  offer  was 

the  obligation  to  provide  facilities  that  were  reasonably  adequate. 

"Lumbard  v.  Steams,  4  Cush.  60;  Cumberland  Teleph.  &  Teleg.  Co.  v. 
Kelly,  87  C.  C.  A.  268,  160  Fed.  316,  324,  15  .\nn.  Cas.  1210;  Atlantic  Coast 
Line  R.  Co.  v.  North  Carolina  Corp.  Commission.  206  U.  S.  1,  27,  51,  L.  ed. 
933,  945,  27  Sup.  Ct.  Rep.  585,  11  Ann.  Cas.  398;  People  ex  rel.  Woodhaven 
Gaslight  Co.  V.  Deehan,  153  N.  Y.  528,  533,  47  N.  E.  787;  Morawetz,  Priv. 
Corp.  §  1129." 

It  would  not  be  said  that  either  a  water  company  or  a  gas  company, 
establishing  its  service  under  the  constitutional  grant,  could  stop 
its  mains  at  its  pleasure  and  withhold  its  supply  by  refusing  to  extend 
its  distributing  conduits  so  as  to  meet  the  reasonable  requirements 
of  the  community.  But  this  duty  and  the  right  to  serve,  embracing 
the  right  under  the  granted  privilege  to  install  the  means  of  service, 
were  correlative. 

In  People  ex  rel.  Woodhaven  Gaslight  Co.  v.  Deehan,  153  X.  Y. 
528,  533,  47  N.  E.  787  (approved  in  Illinois  C.  R.  Co.  v.  Chicago, 
176  U.  S.  646,  666,  44  L.  ed.  622,  629,  20  Sup.  Ct.  Rep.  509),  a  grant 
of  authority  to  lay  conduits  for  conveying  gas  through  the  streets 
of  a  town,  so  as  to  render  service  to  the  people  of  the  town,  was 
held  to  extend  as  a  property  right  not  only  to  the  streets  then  exist- 
ing, but  to  those  subsequently  opened.  The  court  said:  "It  is 
well  known  that  business  enterprises  such  as  the  relator  is  engaged 
in  are  based  upon  calculations  of  future  growth  and  expansion.  A 
franchise  for  supplying  gas  not  only  confers  a  privilege,  but  imposes 
an  obligation  upon  the  corporation  to  serve  the  public  in  a  reason- 
able way.     The  relator  is  bound  to  supply  gas  to  the  people  of  the 
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town  upon  certain  conditions  and  under  certain  circumstances,  and 
it  would  be  most  unjust  to  give  such  a  construction  to  the  consent 
as  to  disable  it  from  performing  its  obligations.  It  cannot  reasonably 
be  contended  that  the  relator  is  obliged  to  apply  for  a  new  grant 
whenever  a  new  street  is  opened  or  an  old  one  extended,  as  would 
be  the  case  if  the  consent  applied  only  to  the  situation  existing 
when  made.  When  the  right  to  use  the  streets  has  been  once 
granted  in  general  terms  to  a  corporation  engaged  in  supplying  gas 
for  public  and  private  use,  such  grant  necessarily  contemplates  that 
new  streets  are  to  be  opened  and  old  ones  extended  from  time  to 
time,  and  so  the  privilege  may  be  exercised  in  the  new  streets  as 
well  as  in  the  old." 

As  to  the  ciuestion  of  fact,  the  present  case  presents  no  con- 
troversy. It  was  averred,  and  not  denied,  that  the  works  of 
the  gas  company  were  established  and  operated  with  the  intent 
to  furnish  gas  throughout  the  city,  wherever  needed,  and  that 
this  enterprise  had  been  diligently  prosecuted;  that  a  large 
investment  had  been  made  in  a  plant  which  was  adequate  to  supply 
a  much  greater  territory  than  that  reached  by  the  distributing  mains 
when  the  amendment  of  1911  was  adopted;  that  the  expense  of 
this  installation  made  it  impossible  to  supply  at  a  profit  the  limited 
territory  contiguous  to  the  streets  then  actually  occupied  by  the 
company,  and  that  if  it  were  confined  in  its  service  to  that  territory 
it  would  sustain  a  constant  loss.  The  company,  by  its  investment, 
had  irrevocably  committed  itself  to  the  undertaking,  and  its  accept- 
ance of  the  offer  of  the  right  to  lay  its  pipes,  so  far  as  necessary  to 
serve  the  municipality,  was  complete. 

We  conclude  that  the  constitutional  amendment  of  1911,  and  the 
municipal  ordinances  adopted  in  pursuance  thereof,  were  ineffectual 
to  impair  this  right,  and  that  the  company  was  entitled  to  extend 
its  mains  for  the  purpose  of  distributing  its  supply  to  the  inhabitants 
of  the  city,  subject  to  the  conditions  set  forth  in  the  constitutional 
provision  as  it  stood  before  the  amendment. 


REFERENCES 
RATES 

552 — Renewals. 

Tungsten-Lamp  Renewals  Arrangement  in  Chicago.  Electrical 
World,  1-6  page.  May  9,  1914,  p.  1054. 

This  comments  on  the  fact  that  following  the  recent  announcement  of  reduction 
in  the  price  of  tungsten  lamps,  the  Commonwealth  Edison  Company  of  Chicago 
advertises  that  those  customers  whose  contracts  for  electricity  provide  for  the 
free  renewal  of  standard  carbon  lamps  may  obtain  ()0-watt  tungsten  lamps  free  of 
cost  under  the  following  conditions:  Upon  the  surrender  to  the  comjjany  of  burnt- 
out  standard  carbon  lamps  (etched  and  with  bulbs  intact),  the  customer  will  be 
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entitled  to  receive  in  exchange  for  two  such  hunps  (1)  two  new  standard  carbon 
lamps  free,  or  (2)  one  standard  carbon  lamp  and  (me  standard  tungsten  lamp  of 
60-watt  or  larger  size  free,  or  (3)  one  standard  timgsten  lamp  of  (ill-watt  or  larger 
size  free,  and  one  other  tungsten  lamp  at  a  specified  price.  Upon  the  sin-rendcr  to 
the  company  of  a  burnt-out  tungsten  lamp  of  10-watt  or  larger  size  (etched  and 
wath  the  bulb  intact)  the  customer  will  be  entitled  to  receive  in  free  exchange 
therefor  a  standard  tungsten  lamp  of  60-watt  or  larger  size.  The  reduced  exchange 
prices  for  standard  tungsten  lamps  are  now  as  follows:  lO-watt  lamps,  24  cents 
each;  15-watt,  21  cents;  20-watt,  10  cents;  25-watt,  14  cents;  40-watt,  12  cents; 
60-watt,  10  cents.     No  charge  is  made  for  100,  150  or  250-watt  timgsten  lamps. 

400— Rate  Theory. 

Rates  for  Electricity.    Elec-Tri-Ciiy,  |  page,  May,  1914,  p.  31. 

This  gives  a  simple  explanation  of  the  facts  underlying  the  making  of  scientific 
electric  rates.  The  statement  is  made  that  it  is  only  just  to  allow  the  long  hour 
user  a  much  lower  rate  because  his  use  of  the  company's  equipment  is  much  more 
economical  to  the  company. 

500 — Rate  Practice. 

Conditions,  Practice  and  Development  in  English  Central  Sta- 
tions: Section  6 — Rate  Considerations  for  Light  and  Power 
Service,  by  Cecil  Toone.  Electrical  Engineering,  2f  pages,  May, 
1914,  p.  214. 

This  gives  -a  general  review  of  rates  for  electric  service  as  existing  in  the  United 
Kingdom  with  occasional  reference  to  continental  practice.  It  is  stated  that  in 
the  present  state  of  electrical  development,  bvdk  consumers  can  be  supplied  more 
cheaply  than  others,  and  it  is  an  important  matter  to  encourage  day  loads.  Whether 
or  not  this  will  always  be  so  is  a  ciuestion.  Doubtless,  as  stations  approach  100  per 
cent  load  factor,  there  will  be  less  justification  for  encouraging  day  loads  by  re- 
duced rates,  and  the  percentage  magnitude  of  the  evening  peak  will  become  un- 
important, but  it  seems  inevitable  that  the  small  consumer  should  always  repre- 
sent a  proportionally  greater  capital  outlay  by  the  station.  It  is  asserted  that  at 
present  the  most  logical  and  generally  applicable  rate  is  a  minimum  annual  charge 
determined  by  the  capital  cost  of  the  consumer  to  the  station,  and  a  charge  per 
unit  which  shall  be  the  same  for  all  consumers.  With  reference  to  the  work  of 
the  "Point  Fives",  it  is  said  that  doubts  have  been  expressed  as  to  whether  suffi- 
cient account  has  been  taken  of  standing  charges  by  some  of  the  members  and  as  to 
whether  it  is  wise  to  supply  at  1.0  cent  when  there  is  so  much  business  to  be  done 
at  2.0  cents,  and  the  efficiency  of  apparatus  is  constantly  increasing.  It  would 
certainly  be  too  much  to  say  that  supply  at  1.0  or  2.0  cents  per  unit  is  justifiable 
in  all  cases,  but  the  stability  and  good  work  of  the  "Point  Fives"  are  beyond 
doubt. 

750— Comparative  Company  Data. 

Facts  and  Factors  of  Iowa  Central  Stations.  Electrical  World,  1^ 
pages,  May  9,  1914,  p.  1052. 

This  gives  the  table  of  statistics  regarding  Iowa  Central  stations,  presented  by  the 
facts  and  factors  committee  of  the  Iowa  Section,  at  the  recent  convention  at 
Cedar  Rapids. 
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INVESTMENT  AND  RETURN 

313— Prices. 

The  Determination  of  Unit  Prices  of  Material  for  Purposes  of 
Valuation  of  Plant,  by  R.  V.  Achatz.  Engineering  and  Contracting,  2 
pages,  May  13,  1914,  p.  562. 

This  states  that  one  of  the  first  questions  which  must  be  decided  in  making  a 
valuation  of  a  physical  plant  is  what  unit  costs  of  material  and  labor  are  to  be  used. 
In  making  a  valuation  on  the  cost  of  reproduction  basis,  it  is  agreed  that  these 
costs  should  be  present  costs  but  there  is  a  question  of  just  what  is  present  cost. 
In  the  case  of  labor,  present  cost  is  a  cost  based  on  the  current  wage  scale,  but  in 
the  case  of  material  it  is  quite  generally  agreed  that  the  market  price  on  a  given 
date,  particularly  for  those  materials  which  are  subject  to  constant  fluctuations 
in  price,  cannot  always  be  used  with  justice.  Many  writers,  in  discussing  this 
question,  have  said  that,  in  case  of  materials  subject  to  price  fluctuations,  the 
market  price  on  a  given  date  should  not  be  used  but  an  average  price  over  a  num- 
ber of  years  past,  usually  five  or  ten  should  be  adopted.  There  immediately 
arises  a  question  as  to  the  propriety  of  using  an  average  of  past  prices  in  a  valua- 
tion on  the  cost  of  reproduction  basis,  and  there  is  also  a  large  question  as  to 
whether  such  an  average  actually  represents  a  fair  present  price.  It  has  been 
proposed  that  the  present  normal  price  can  be  determined  by  plotting  the  prices 
for  a  number  of  years  past  and  drawing  a  smooth  curve  representing  an  average 
of  the  prices  as  shown  by  the  yearly  price  curve.  There  is  a  detailed  study  of  a 
trend  curve  price  for  copper,  tin  and  lead,  with  tables,  and  diagrams  of  prices. 

340 — Rate  of  Return. 

Limits  on  the  Rate  of  Return.  Editorial,  Electrical  World,  May  9, 
1914,  p.  1021. 

This  discusses  the  assertion  made  by  Mr.  Calvert  Townley,  at  a  recent  meeting 
of  the  New  York  Y.  M.  C.  A.  finance  forum,  that  the  principal  objects  of  public 
service  regulation  is  the  limitation  of  rate  of  return.  The  statement  is  made  that 
in  its  efforts  to  limit  the  return  the  public  should  not  go  too  far,  that  it  should  see 
that  the  return  permitted  is  as  large  as  it  ought  to  be.  The  times  are  hard  for  the 
borrowing  corporation.  While  the  public  has  introduced  methods  of  regulation 
that  tend  to  keep  the  rate  of  return  down,  the  financial  markets  of  the  world  have 
exacted  higher  interest  rates.  Between  the  desire  of  the  public  to  prevent  high 
rates  of  return  and  the  refusal  of  investors  to  advance  more  money  at  doubtful 
or  inadequate  rates  of  return,  the  corporations  are  in  serious  danger  of  not  being 
able  to  obtain  the  capital  needed  for  extensions.  If  the  public  chooses  so  to  do, 
it  can  decide  that  the  rate  of  return  on  capital  investment  already  sunk  in  a  prop- 
erty shall  be  limited  to  a  certain  rate.  But  it  cannot  decide  arbitrarily  what  rate 
future  capital  investment  shall  earn.  It  can  say  what  rate  it  would  like  to  allow, 
but  if  it  cannot  get  the  capital  at  that  rate,  it  loses  the  benefit  that  investment  of 
the  capital  would  give.  If  it  says  that  bondholders  should  be  content  with  5 
per  cent  and  they  will  not  buy  at  better  than  (5  per  cent,  those  who  have  the  capital 
desired  can  dictate  the  terms  on  which  they  will  lend  it. 

PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation. 

Futore  Regulation  of  Public  Utilities,  by  William  D.  Kerr. 
Abstract  of  a  Paper  Read  before  the  New  York  Y.  M.  C.  A.,  Mav  4, 
1914.  Article,  Electrical  World,  f  page,  May  9,  1914,  p.  1028;  and  Edi- 
torial, Electric  Railway  Journal,  May  9,  1914,  p.  1019. 

This  discusses  the  various  important  points  in  utility  regvdation,  such  as  rate  of 
return,  depreciation  and  competition.  It  emphasizes  the  need  of  allowing  a  re- 
turn sufficient  to  afford  corporations  a  profit  commensurate  with  their  efforts  and 
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risks,  and  of  providing  sufficient  depreciation  funds.  It  is  said  that  public  owner- 
ship is  likely  to  be,  and  in  most  cases  is,  unregulated  monopoly,  lacking  initiative 
such  as  characterizes  the  public  utilities  under  corporate  management.  The 
alternative  to  regulation  is  public  ownership. 

The  editorial,  commenting  upon  this  last  point,  states  that  it  is  an  accurate  conclu- 
sion. The  only  possible  other  alternative  of  private  ownership  with  regulation 
is  private  ownership  without  regulation.  It  is  scarcely  thinkable  that  there  will 
ever  be  a  permanent  return  to  the  old  conditions  of  unregulated  management  of 
public  utilities  in  this  country.  Such  a  return  would  not  be  in  the  mterest  of 
either  the  companies  or  the  public.  Out  of  the  progress  of  the  last  few  decades 
there  was  developed  a  theory  that  private  ownership  with  public  regulation  is  the 
logical,  fair  policy.  It  means  generally  the  acceptance  of  monopoly  in  public 
utility  service  in  each  city  or  district.  Disregarding  the  confusing  cloud  of  minor 
issues,  the  main  problem  before  the  utilities  now  is  that  of  making  regulation  a 
permanent  success  for  the  companies  and  the  public.  Other  issues  are  less  im- 
portant than  this.  It  is  true  that  upon  the  settlement  of  other  issues  such  as 
rate-making,  rate  of  return  and  valuation,  the  future  of  the  policy  of  regulation 
will  largely  depend.  It  is  also  true,  however,  that  it  is  better  for  the  public  and 
the  companies  to  lose  some  points  on  minor  issues  in  order  that  the  entire  policy 
of  regulation  may  not  be  a  failure.  All  the  parties  concerned  should  work  toward 
the  goal  of  success  in  regulation  with  a  willingness  to  sacrifice,  if  necessary,  some- 
thing small  in  order  to  attain  the  large  end. 

200— Public  Service  Regulation. 

Utility  Matters  and  Recent  Decisions  of  Public  Service  Com- 
missions, bv  A.  G.  Rakestraw.  Electrical  Engineering,  1  page,  May, 
1914,  p.  222. 

This  discusses  the  general  powers  conferred  upon  commissions  by  the  laws  of  the 
various  states,  and  gives  a  brief  review  of  various  important  commission  and 
court  decisions. 

268 — Public  Service  Laws. 

The  Public  Service  Commission  Law,  by  Jno.  C.  Hall.  To  be 
read  before  the  Annual  Convention  of  the  Missouri  Electric,  Gas, 
Street  Railway  and  Water  Works  Association,  May  21-23,  1914. 

In  this  paper  Mr.  Hall  gives  an  informal  accoimt  of  a  trip  taken  as  the  represent- 
ative of  the  Missouri  Association  for  the  purpose  of  explaining  to  the  utilities  the 
various  provisions  and  requirements  of  the  Public  Service  Commission  Law,  and, 
incidentally,  to  secure  new  members  for  the  Association.  It  is  said  that  the 
general  irnpression  throughout  the  State  is  that  Missouri  has  a  good  Public  Service 
Commission  law;  that  Governor  Major  has  appointed  good  men  as  members  of 
the  Commission  and  that  the  utilities  as  well  as  the  consumers  are  to  be  benefited 
in  the  long  run.  The  only  existing  fear — and  this  is  especially  true  among  the  smal- 
ler utilities — is  that  they  will  not  be  ready  and  prepared  to  comply  with  all  of  the 
Commission's  orders  and  rulings  when  issued. 


MUNICIPALITIES 

800— Municipalities . 

One  City,  One  Fare:  Elevated  and  Surface  Traction  Systems 
Ought  to  be  United  in  One  System.  Weber's  Weekly,  4  pages.  May 
16,  1914. 

This  discusses  the  traction  situation  in  Chicago  and  outlines  the  conditions  under 
which  the  1907  ordinance,  requiring  that  the  companies  pay  to  the  city  55  per  cent 
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of  their  profit,  was  passed.  The  results  of  the  company  valuation  and  city  valua- 
tion of  the  elevated  railroads  are  given,  and  the  assertion  made  that  the  company 
valuation,  made  by  Professor  Swain,  Engineer  of  the  Massachusetts  Railroad 
Commission,  was  more  trustworthy  than  the  city  valuation  which  was  made  by  a 
commission  completely  dominated  by  Engineer  J.  J.  Reynolds,  who  for  a  long  time 
was  in  the  employ  of  the  Hearst  newspapers  under  Mr.  A.  M.  Lawrence.  The 
statement  is  made  that  Chicago  ought  to  have  a  One-City  One-Fare  system.  To 
obtain  it  there  must  be  unified  surface  and  elevated  service.  To  bring  this  about 
a  reasonable  valuation  must  be  conceded  to  the  elevated  system.  The  fact  that 
to  do  so  might  possibly,  for  a  time,  reduce  the  City's  55  per  cent  receipts  is  not  a 
good  argiunent  against  it,  because  the  first  consideration  ought  to  be  good  ser- 
vice, and  the  elevated  system  cannot  be  forced  into  concessions  that  will  be  un- 
lawfully unjust  to  its  investors.  Neither  the  City,  the  legislature,  nor  the 
courts  can  compel  the  elevated  investors  to  enter  into  an  unjust  agreement.  There- 
fore the  conclusion  in  the  whole  matter  is  that  the  City  authorities  should  act 
reasonably  and  devote  themselves  to  bringing  about  the  most  satisfactory  ar- 
rangement possible. 

830— Public  Ownership. 

Public  Ownership  in  France.     Editorial,  Electric  Railway  Journal, 

May  9,  1914,  p.  1021. 

This  discusses  various  facts  concerning  government  ownership  in  France  which 
have  been  brought  out  by  Yves  Guyot  in  his  recent  book,  "When  and  Why  Public 
Ownership  Has  Failed",  and  by  a  popular  article,  on  government  ownership  in 
France,  published  recently  in  the  Saturday  Eiening  Post.  Reference  is  made  to 
the  poor  service,  the  slowness  in  making  improvements,  and  the  reluctance,  that 
is  usually  shown,  in  most  cases  of  government  ownership,  in  regard  to  giving  an 
exact  statement  of  the  financial  operations  and  conditions.  It  is  pointed  out  that 
such  results  are  not  an  argument  or  even  an  excuse  for  public  ownership.  It  is 
said  that  in  the  days  of  the  millenium,  perhaps,  there  may  come  that  civic  right- 
eousness that  will  make  possible  a  union  of  the  forces  of  operation  and  regulation, 
but  until  that  time  they  would  better  be  kept  separate.  When  political  units 
operate,  they  must  regulate  themselves,  and  the  result  is  not  better  public  service. 
The  operation  of  utilities  is  inherently  adapted  to  private  enterprise,  whereas 
the  function  of  the  state  and  municipality  is  proper  and  just  control  thereover. 

831 — Purchase  by  Municipahty. 

Compulsory  Sale  of  Utilities.  Editorial,  Electrical  World,  May  9, 
1914,  p.  1023. 

This  discusses  the  compulsory  sale  of  utilities  to  the  London  County  Council, 
provided  the  Council  decides  to  enter  upon  municipal  ownership.  It  is  said  that 
while  some  British  undertakings  have  been  successful,  in  this  respect  the  munici- 
pal ownership  situation  is  simply  what  is  to  be  expected.  That  is,  when  an  enter- 
prise is  well  handled  under  favorable  conditions,  it  succeeds  whether  publicly  or 
privately  owned;  if  the  management  is  bad  and  the  conditions  unfavorable — a 
situation  more  likely  to  arise  in  the  case  of  a  municipal  plant  than  one  privately 
owned — the  results  are  unsatisfactory.  The  danger,  which  compulsory  sale  has 
for  the  investor  (since  the  terms  are  based  on  the  value  of  the  plant,  buildings, 
and  mains  at  the  time  of  purchase,  without  regard  to  good  will),  is  pointed  out. 
It  is  said  that  the  London  situation  is  nearly  enough  related  to  our  own  to  be  worth 
critical  study.  English  opinion,  indeed,  seems  to  turn  favorably  toward  the  re- 
cent American  rule  of  commissions  as  a  successful  remedy  for  the  disease  of  de- 
ferred and  imcertain  municipal  ownership.  It  is  clear  that  under  American  Con- 
ditions municipal  ownership  and  operation  of  electric  supply  is  likely  tp  prove 
disadvantageous — even  more  so  than  the  activities  of  the  most  unwise  commission. 
Municipal  partnershij)  as  tried  in  Germany  is  a  possible  middle  course,  yet  the 
results  obtained  from  it  have  not  always  been  encouraging.  The  fundn-mental 
purpose  either  of  municipal  ownership  or  municipal  and  state  regulation  is  to  fur- 
nish to  the  consumer  the  best  facilities  for  supply  at  a  reasonable  price.     The 
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situation  in  London  is  not  such  as  to  compass  this  desirable  end  finally,  and  it 
looks  very  much  as  if  the  American  Commission  system,  with  all  its  faults,  were 
a  more  promising  solution  of  the  manifold  difficulties.  Commissions  are  learning 
by  experience,  and  unless  the  present  trend  of  affairs  changes,  they  are  likely  to 
end,  on  the  whole,  in  giving  far  more  nearly  proper  treatment  to  all  parties  than 
can  be  obtained  by  the  more  drastic  methods  now  threatening  supply  companies 
in  London. 

840 — Public  Operation. 

Los  Angeles  Decides  on  Municipal  Operation.  Electrical  Review, 
1/6  page,  May  16,  1914,  p.  971. 

This  discusses  the  outcome  of  the  recent  power-bond  election  in  Los  Angeles. 
A  two-thirds'  vote  was  necessary  to  authorize  the  bonds  and  the  issue  was  carried 
by  56,199  to  23,179.  There  are  now  three  companies  serving  the  city  of  Los  An- 
geles. It  is  said  that  the  present  program  of  the  city  is  to  acquire  one  of  the 
existing  systems  by  condenmation. 

830 — Municipal  Ownership. 

The  British  Prime  Minister  on  Government  Ownership.  Article 
and  Editorial,  Concerning  Municipal  Ownership,  May,  1914,  p.  Ill,  and 
p.  101. 

This  quotes  the  reply  of  Prime  Minister  Asquith  to  a  delegation  which  called  upon 
him  recently  to  urge  government  ownership  of  railroads,  as  follows:  "There  are 
practical  difficulties  of  a  very  serious  kind  in  the  application  of  nationalization  to 
railways.  I  am  quite  sure  that  any  such  operation,  carried  out  on  reasonable 
and  ecjuitable  terms,  would  be  immediately  followed  by  very  large  demands  from 
two  entirely  different  quarters- — from  traders  for  better  terms  in  the  matter  of 
rates,  and,  on  the  other  hand,  from  the  railway  workers  for  better  conditions  and 
hours  of  labor,  and  that  prospective  advance  in  the  receipts  which  is  predicted 
would,  I  strongly  suspect,  be  more  than  swallowed  up  before  the  railways  had  been 
in  the  possession  of  the  state  for  more  than  twelve  months.  These  are  things 
which,  looked  at  from  the  point  of  view  of  the  taxpayer  and  the  general  com- 
munity, you  cannot  leave  out  of  account."  The  editorial  states  that  it  is  gener- 
ally admitted  that  the  British  civil  service  is  less  subject  to  mere  partisan  inter- 
ference than  the  civil  service  in  the  United  States.  If  the  British  people  so  frankly 
and  cheerlessly  admit,  as  they  do  today,  the  utter  failure  of  government  o'W'ner- 
ship  in  the  United  Kingdom,  it  would  be  absurd  and  childish  to  attempt  any  such 
innovation  in  this  country. 


GENERAL 

980— Public  Relations. 

The  Foundation  of  Good  Public  Relations.  Editorial,  Electric 
Railway  Journal,  May  9,  1914,  p.  1020. 

This  comments  on  the  paper  by  Mr.  P.  T.  Crafts,  referred  to  in  5  Rate  Research 
95,  urging  that  complaints  be  treated  in  a  dignified  way,  the  company  avoiding 
the  assurnption  of  blame  for  conditions  for  which  it  was  not  responsible  just  as 
much  as  it  avoids  the  appearance  of  indifference,  to  any  complaint.  It  is  said 
that  the  impression  to  be  conveyed  by  the  company  should  be  that  of  intention  to 
right  the  trouble  if  one  exists,  of  willingness  to  receive  information  and  of  command 
of  the  situation.  Such  an  attitude  is  not  inconsistent  with  affability  of  the  right 
sort,  but  it  requires  personality,  bigness  of  mind  and  heart  on  the  part  of  the 
representative  of  the  corporation.  When  relations  with  the  public  are  involved, 
or,  in  fact,  with  anyone  who  understands  what  fair  and  reasonable  thinking  are, 
such  a  position  is  necessary.     To  carry  out  a  policy  of  this  kind  small  men  are 
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useless  because  they  will  either  be  cringing  or  domineering.  The  kind  of  men 
required  are  those  who  have  the  ability  to  put  themselves  in  the  place  of  the  cus- 
tomer or  patron  as  well  as  the  capacity  to  infuse  a  like  spirit  in  all  the  representa- 
tives of  the  company  who  are  brought  into  contact  with  the  public.  If  a  com- 
plaint is  made,  the  chances  are  that  there  is  some  foundation  for  it.  The  cause 
should  be  sought,  and  if  it  can  be  remedied  every  effort  should  be  made  to  do  so. 
If  this  is  not  possible  the  reason  should  be  made  clear  to  the  offended  patron.  If 
this  plan  is  followed  the  idea  will  certainly  grow  that  the  company  is  anxious  to 
do  all  that  it  can  do  to  make  the  service  satisfactory,  and  the  public  will  then  be 
more  inclined  to  be  lenient  in  regard  to  matters  which  are  beyond  the  control  of 
the  utility. 

980— Public  Relations. 

The  Problem  of  Popular  Education.  Editorial,  Electric  Railway 
Journal,  May  9,  1914,  p.  1020. 

This  discusses  Mr.  Henry  C.  Hazzard's  paper  on  publicity  policy,  referred  to  in  5 
Rate  Research  111.  It  is  asserted  that  while  direct  publicity  is  desirable,  in- 
direct publicity  brings  about  the  best  results  in  popular  education.  A  national 
advertising  campaign  of  fact  and  argument  and  propaganda,  designed  to  reach 
every  section  of  the  country,  would  be  so  costly  that  there  is  no  immediate  pros- 
pect of  its  being  carried  out.  A  limited  direct  campaign  supplemented  by  a 
broad  and  intelligent  indirect  publicity  campaign  is,  on  the  other  hand,  as  prac- 
ticable as  it  is  desirable.  If  new  proof  is  wanted  of  the  truth  of  this  statement, 
we  have  only  to  refer  to  the  publicity  campaign  conducted  by  steam  roads  in  sup- 
port of  their  application  for  an  increase  in  freight  rates. 

910 — Promotion  and  Growth  of  Business. 

Merz  and  McClellan  on  London  Electricity  Supply.  Article  and 
Editorial,  Electrical  World,  2  pages.  May  9,  1914,  p.  1030  and  p.  1021. 

The  above  article  gives  a  summary  of  the  information,  contained  in  the  appen- 
dices of  the  Merz-McLellan  report  (see  5  Rate  Research  111),  concerning  the 
electrical  energy  systems  in  London  and  other  large  cities  of  the  world. 

The  editorial  comments  on  the  estimates  for  financing  the  amalgamation,  made  in 
the  report,  and  states  that  in  order  that  disappointment  may  not  follow  any  over- 
enthusiasm  in  the  advance  estimates,  it  is  important  that  the  figures  be  reviewed 
with  great  care  and  conservatism.  The  best  way  of  attainmg  the  advantages 
sought  is  to  recognize  that  capital  losses  are  imavoidable  and  that  proper  provi- 
sion should  be  made  for  them  within  a  reasonable  period  of  years.  There  should 
be  an  agreement  between  the  constituted  authorities  and  the  public,  and  the  facts 
should  be  clear.  This  country  has  much  to  suggest  to  London  in  examples  of  con- 
centration in  energy  generation,  but  it  has  not  dealt  as  frankly  with  the  public 
as  does  the  London  report,  on  the  question  of  abandoned  elements  of  plant  cost. 
The  report  therefore  carries  a  lesson  to  central-station  managers  here. 


COURT  DECISION  REFERENCES. 

Ill — Incorporation. 

State  ex  rel.  Union  Electric  Light  &  Power  Co.  v.  Reynolds  et  al., 
Judges.     Decision  of  the  Supreme  Court  of  Missouri.     April  2,  1914. 

The  court  here  awards  an  absolute  writ  of  mandamus  to  compel  the  transfer  of 
the  case  of  Sager  v.  Union  Electric  Light  and  Power  Coywpany  (wherein  it  is  sought 
to  oust  the  Union  Electric  Light  and  Power  Company  of  its  corporate  charter 
and  thereby  of  its  rights  to  do  business  in  the  state)  from  the  St.  Louis  Court  of 
Appeals  to  the  Supreme  Court  of  Missouri.  The  decision  deals  entirely  with 
technical  legal  matters. 
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For  statement  of  facts  and  opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

COMMISSION  DECISIONS 

WISCONSIN 

720— Rate  Schedules. 

Complaint  vs.  Monroe  Electric  Company,  Alleging  Unreasonable 
and  Excessive  Rates  for  Electric  Service.  Decision  of  the  Wisconsin 
Railroad  Commission,  Fixing  Rates.     April  6,  1914, 

The  usual  valuation  of  the  property  and  investigation  of  the  revenues 
and  expenses  was  made  to  determine  reasonable  rates  for  all  classes  of 
service. 

615.1 — Limited  Hoiir  Service. 

Respondent  asks  that  it  be  permitted  to  enforce  a  rule  requiring  con- 
sumers using  current  for  power  to  discontinue  use  of  current  during 
the  peak  load  on  the  plant  or  to  pay  a  greater  rate  if  current  be  taken 
at  that  time.  Judging  from  the  information  now  before  the  Commis- 
sion, it  seems  that  a  rule  of  this  kind  is  not  unreasonable  in  this 
instance  because  usually  the  lowest  rates  should  be  given  to  those  who 
can  be  supplied  most  cheaply. 

COMMERCIAL  LIGHTING. 
Rate. 

12  cents  net  per  kilowatt-hour  for  the  first  30  kilowatt-hours  per  month  per 
per  active  kilowatt  of  connected  load. 

9  cents  net  per  kilowatt-hour  for  the  next  60  kilowatt-hours  per  month  per 
active  kilowatt  of  connected  load. 

4  cents  net  per  kilowatt-hour  for  all  use  in  excess  of  90  kilowatt-hours  per 
month  per  kilowatt  of  connected  load. 

Determination  of  Active  Connected  Load. 

Same  as  specified  in  schedule  of  Stevens  Point  Lighting  Company,  given  in 

5  Rate  Research  p.  83. 

Minimum  Charge. 

•11.00  per  month  per  meter. 

Terms  and  Conditions. 

A  montlily  charge  of  25  cents,  hi  addition  to  the  regular  charge  for  current, 
shall  be  made  for  the  use  and  maintenance  of  four-light  clusters  installed 
comjilete  at  the  expense  of  the  comjiany.  The  company  is  to  furnish  free  tung- 
sten lamp  renewals  of  any  size  desired  for  the  first  five  years  after  the  installa- 
tion of  the  cluster,  at  the  end  of  which  period  the  cluster  complete  and  in- 
stalled shall  become  the  property  of  the  consumer  and  the  monthly  rental 
charge  of  25  cents  shall  cease. 

Editorul  Note. — All  indented  matter  is  direct  quotation. 
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COMMERCIAL  POWER. 

Limited  Use. 

This  rate  shall  apply  to  conlslimers  not  using  current  from  4:30  p.  m.  to  10.00 
p.  m.  during  the  months  of  November,  December,  January,  February  and 
March,  and  from  6:00  p.  m.  to  10.00  p.  m.  during  the  months  of  April,  May, 
June,  July,  August,  September  and  October. 

Rate. 

Service  Charge. 

$70.00  net  per  month  for  active  horse  power  connected. 

Energy  Charge. 

3  cents  per  kilowatt-hour  for  the  first  70  kilowatt-hours  per  month  per  active 
horse  power  connected. 

2  cents  per  kilowatt-hour  for  all  current  in  excess  of  70  kilowatt-hours  per  month 
per  active  horse  power  comiected. 

The  sum  of  the  service  and  energy  charges  shall  not  exceed  10  cents  per  kilo- 
watt-hour if  the  total  bill  exceeds  the  minimum  monthly  charge. 

Minimum  Charge. 

The  minimum  monthly  charge  for  this  schedule  shall  be  50  cents  per  horse 
power  connected. 

Determination  of  Active  Load. 

■90  percent  of  the  first  10  h.p.  shall  be  deemed  active. 
75        "         "     "    next  20    "         "       "  "  " 

60        "        "     "       "     30    " 
50        "         "  all  over  60    " 

Except,  however,  if  capacity  of  the  motor  exceeds  the  possible  load,  total 
possible  load  shall  be  deemed  horse  power  connected. 

Unlimited  Use. 

The  foregoing  power  schedule  plus  10  cents  per  active  horse  power  in  the  ser- 
vice charge  shall  aj^ply  to  use  of  current  for  power  not  limited  as  to  time. 


COOKING. 

Rate. 

7.5  cents  net  per  kilowatt-hour  for  the  first  15  kilowatt-liours  per  month  per 
kilowatt  of  active  load. 

5  cents  net  per  kilowatt-hour  for  the  next  30  kilowatt-liours  j)er  month  per 
kilowatt  of  active  load. 

3  cents  net  per  kilowatt-hour  for  all  use  in  excess  of  45  kilowatt-liours  per  month 
per  kilowatt  of  active  load. 

Determination  of  Active  Connected  Load. 

Twenty  per  cent  of  the  rated  capacity'  of  cooking  eciuii)nient  shall   be  deemed 
active. 

If  not  more  than  20  per  cent  of  the  connected  load  is  power,  the  whole  shall  be 
deemed  heating. 


U  1( 
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Incidental  appliances  not  exceeding  600  watts  for  any  one  appliance  such  as 
electric  fans,  flat  irons,  private  washing  machines,  toasters,  ranges  of  under 
1.5  kilowatts  and  other  similar  household  conveniences,  shall  be  jilaced  on 
the  lighting  rate  but  omitted  from  the  calculation  of  connected  load.  That 
portion  of  the  rated  load  in  excess  of  GOO  watts  for  any  one  appliance  shall  be 
added  to  the  connected  load  in  computing  the  active  load.  It  is  further  pro- 
vided that  any  consumer  having  a  connected  load  of  over  2  kilowatts  consisting 
of  the  above  appliances  including  motors,  may  at  his  option,  have  a  power 
meter  installed  and  pay  for  the  current  consumed  by  such  loati  at  the  power 
rate. 

Minimum  Charge. 

The  minimum  bill  for  this  schedule  shall  be  $1.00  per  month. 

STREET   LIGHTING. 

Rates  for  this  service  were  left  imchanged,  and  are  as  follows: 

$24  per  year  for  timgsten  lamps  burning  4,000  hours. 
$18  per  year  for  timgsten  lamps  burning  1,450  hours. 
$65  per  year  for  4  ampere  series  magnetite  arcs  for  all  night  service. 

NEW  YORK  (1st  D.) 

244 — Rehearings  and  Appeal. 

Rehearing  of  the  Complaint  of  Saks  &  Company  against  the  New  York 
Edison  Company.  Decision  of  the  New  York  Public  Service  Com- 
mission (1st  D.),  Reaffimiing  Former  Decision.     February  6,  1914. 

The  order,  upon  which  the  respondent  company  apphed  for  a  rehearing, 
held  that  the  "rider",  estabUshing  a  special  rate  for  current  supplied  to 
these  customers  upon  whose  premises  a  substation  is  located,  was  un- 
justly discriminatory  under  the  circumstances  in  the  case  (3  Rate 
Research  154).  The  Commission  says  that  the  evidence  submitted  on 
rehearing  alters  no  essential  fact  and  is  largely  a  repetition  of  evidence 
submitted  in  previous  hearing. 

Rehearings  are  not  for  the  purpose  of  giving  each  party  to  a  proceeding 
an  opportunity  to  bring  in  testimony  that  was  available  or  that 
could  easily  have  been  obtained  before  the  origin;il  heaiiiij^s  were 
closed.  If  they  were,  such  practice  would  very  likely  lead  to  the 
submission  of  an  incomplete  case  in  the  first  instance.  One  side  or 
the  other  would  be  apt  to  submit  a  part  of  its  e\idence  and  see  what 
sort  of  a  decision  it  could  get  by  such  incomplete  statement.  If  it 
was  successful,  it  would  be  satisfied-  but  if  the  decision  went  against 
it,  it  would  then  C3me  back  for  a  rehearing,  submit  other  evidence 
and  try  to  get  the  decision  set  aside,  possibly  continuing  this  practice 
again  and  again. 

It  is  evident  that  such  methods  would  neither  aid  orderly  procedure 
nor  facilitate  the  prompt  and  wise  adjudication  of  cases  coming  before 
the  Commission.  All  should  understand  that  every  case  should  be 
completely  presented  at  the  original  hearings  and  that  evidence 
submitted  on  rehearing  should  be  confined  to  new  facts  or  to  condi- 
ditions  which  have  changed  since  the  close  of  the  original  hearings 
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COURT  DECISIONS 

MARYLAND 

226.2 — Extension  of  Service. 

Public  Service  Commission  of  Maryland  v.  Brooklyn  &  C.  B. 
Light  &  Water  Co.  Suit  to  Set  Aside  an  Order  of  the  Commission 
Directing  the  Company  to  Make  Certain  Extensions.  Decision  of  the 
Court  of  Appeals  of  Maryland,  Setting  the  Order  Aside  as  Unreas- 
onable.    February  25,  1914.     90  Atlantic  89. 

The  Brooklyn  and  Curtis  Bay  Light  &  Water  Company  held  a  franchise 
permitting  them  to  extend  their  mains  into  the  town  of  Brooklyn  in 
Anne  Arundel  County,  Maryland;  but  they  had  never  extended  their 
mains  farther  than  within  a  mile  of  the  town.  The  town  of  Brooklyn 
applied  to  the  Public  Service  Commission  for  an  order  directing  the  com- 
pany to  furnish  water  in  the  to\^^l;  and  the  commission  made  this  order, 
although  the  company  claimed  that  it  could  not  afford  to  make  the  ex- 
tension, and  that  such  extension  would  be  unprofitable.  The  case  was 
carried  to  the  court  where  the  company  gave  expert  evidence  to  show 
that  the  cost  of  the  extension  would  be  greater  than  as  allowed  by  the 
commission,  and  that  the  company  would  be  unable  to  finance  the  work. 
The  court  reverses  the  decision. 

There  are  cases  to  the  effect  that  a  railroad  company  may  be  required 
to  perform  a  particular  duty  necessary  for  the  convenience  of  the 
public,  even  though  it  may  involve  some  pecuniary  loss  to  the  com- 
pany. Atlantic  Coast  Line  v.  N.  Car.  Corp.  Com'n,  206  U.  S.  1, 
27  Sup.  Ct.  585,  51  L.  Ed.  933,  11  Ann.  Cas.  398;  Mo.  Pac.  Rv.  v. 
Kansas,  216  U.  S.  262,  30  Sup.  Ct.  330,  54  L.  Ed.  472.  But  we  know 
of  no  case  holding  that  a  public  service  corporation  may  be  required 
to  extend  its  plant  into  territory  that  it  has  not  attempted  to  serve 
when  the  probable  revenues  to  be  derived  from  such  service  are  not 
sufficient  to  pay  the  interest  on  the  cost  of  the  extension  and  the 
maintenance  of  the  service,  and  is  unable  to  sell  its  bonds  for  that 
purpose.  Such  a  requirement  would  not  only  endanger  the  service 
the  appellee  is  now  rendering  in  Curtis  Bay,  but  would  result  in  dis- 
aster to  the  company  and  ultimate  confiscation  of  its  property. 

REFERENCES 

RATES 

612.2 — Large  Power. 

Purchased  Energy  for  Electric  Railways.  Abstract  of  an  Address 
by  Peter  Junkersfeld  before  the  Illinois  Electric  Railway  Asso- 
ciation, Chicago,  May  15,  1914.  Electrical  World,  |  page.  May  23, 
1914,  p.  1139. 

In  this  address,  Mr.  Junkersfeld  drew  attention  to  the  immense  increase,  in  the 
last  decade,  of  the  amount  of  purchased  electrical  energy  for  the  operation  of 
electric  railways.     It  is  said  that  economic  reasons,  of  course,  account  for  this 
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development.  The  electric-service  company  specializes  in  the  production  of 
electrical  energy,  and  by  serving  the  diverse  wants  of  the  community  and  by 
utilizing  the  most  economical  apparatus  in  large  units  it  is  often  able  to  sell  elec- 
tricity for  the  operation  of  electric  railways  cheaper  than  the  electric-railway 
companies  can  manufacture  it. 

623— Power  Factor. 

Increasing  the  Power-Factor.     Editorial,  Electrical  Review,  May  23, 

1913,  p.  1006. 

This  is  a  discussion  of  the  consequences  of  low  power-factor,  and  of  the  various 
methods  whereby  power-factor  may  be  controlled. 

4C0— Rate  Theory. 

The  a.  E.  R.  A.  Fare  Research  Bureau.     Electric  Railway  Journal, 

I  page,  May  16,  1914,  p.  1080. 

This  describes  the  questions  which  are  to  be  taken  up  by  the  Bureau  of  Fare 
Research  of  the  A.  E.  R.  A.,  reference  to  which  was  made  in  4  Rate  Research  61. 
Comment  is  made  on  the  appointment  of  Frederick  W.  Doolittle  as  director. 

616^ — Official  or  Government  Rates. 

Municipal  Isolated  Plant  Scheme  Relinquished  at  Springfield, 
Massachusetts.     Electrical  World,  1-6  page,  May  23,  1914,  p.  1136. 

This  gives  the  terms  of  the  new  contract  recently  agreed  upon  between  the  city 
and  the  United  Electric  Light  Company,  for  the  lighting  of  the  city  buildings  in 
the  urban  center. 

612.2 — Large  Power. 

Electric  Power  Contracts,  by  Prof.  William  L.  Puffer.  Read  be- 
fore the  National  Association  of  Cotton  Manufacturers,  Boston,  Mass- 
achusetts, April  29-30,  1914. 

This  comments  on  the  lack  of  understanding  existing  between  purchaser  and  seller 
of  electric  power,  due  to  a  complete  want  of  knowledge  by  the  purchaser  of  the 
terms  used  by  the  seller.  There  is  an  explanation  of  the  general  type  of  power 
contract,  and  a  detailed  consideration  of  the  terms  used,  such  as  demand,  load 
factor,  and  power  factor.  The  general  methods  of  procedure  followed  by  com- 
panies in  connection  with  contracts,  are  explained,  and  consumers  are  advised 
as  to  the  significance  of  the  various  provisions. 

610 — Character  of  Service. 

Commercial  Progress  at  Providence,  R.  I.,  During  1913.  Electrical 
World,  Article  and  Editorial,  2  pages,  p.  1103,  and  p.  1077. 

This  refers  to  the  large  amoimt  of  business  which  the  Narrangansett  Electric 
Light  Company,  of  Providence,  R.  I.,  has"  secured  in  1913.  Reference  is  made 
to  the  sales  of  electric  appliances,  and  to  the  company's  encovu'aging  the  use  of  these 
appliances  by  its  new  lighting  rate  "C,"  which  is  given  in  4  Rate  Research  83. 
A  table  is  given  showing  the  estimated  income  from  electric  appliances. 

The  editorial  calls  attention  to  the  fact  that  a  study  of  the  table  of  incomes  shows 
that  a  large  connected  load  per  appliance  by  no  means  always  indicates  the  maxi- 
mum annual  revenue,  the  conditions  being  very  different  from  those  obtaining 
in  the  motor  field.  The  statement  is  made  that  load-factor  is  not  everything  in 
the  marketing  of  energy  for  use  in  devices  for  convenience  in  domestic  or  business 
fields,  but  there  is  no  escaping  the  fact  that  long-hour  use  of  connected  load  is  a 
decidedly  profitable  thing  to  encourage,  even  where  the  wattage  of  the  equipment 
units  is  individually  low.     If  it  has  not  already  been  done,  it  is  time  some  central- 
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station  man  with  favorable  conditions  and  a  family  of  fair  size  put  an  independent 
meter  on  each  kind  of  energy-consuming  device  in  his  home  for  a  year  and  give 
the  results  to  the  industry.  Until  a  study  of  this  kind  is  made  public,  there  will 
be  room  for  much  discussion  as  to  the  earning  power  of  appliances  at  stated  rates. 

750 — Comparative  Company  Data. 

Oklahoma  Rates  and  Revenues,  by  L.  W.  W.  Morrow.  Paper  pre- 
sented before  the  Oklahoma  Gas,  Electric  &  Street  Railway  Associa- 
tion, Oklahoma  City,  May  13-15,  1914.    22  pages. 

This  is  a  compilation,  by  the  assistant  professor  of  electrical  engineering  of  the 
University  of  Oklahoma,  of  data  showing  present  conditions  of  electric  companies 
in  Oklahoma.  The  table  shows  for  practically  every  plant  in  the  state,  the 
following:  bonds,  interest,  capital  stock,  gross  receipts,  gross  operating  expenses, 
capacity,  domestic  rate,  ratio  of  gross  receipts  to  gross  expenses,  receipts  per 
kilowatt  capacity,  exj^enses  per  kilowatt  capacity,  minimum  charge,  power  rate, 
kind  of  fuel  used,  cost  of  fuel  delivered,  and  city  contract,  rate  and  schedule.  It 
is  said  that,  during  the  process  of  compilation  of  the  data,  the  larger  plants  and 
those  controlled  by  holding  companies  showed  marked  superiority  in  account- 
ing methods;  and  that  the  municipal  plants  showed  an  unwillingness  or  inability 
to  give  information. 

611. 1— Residences . 

Handling  the  Small  Consumer  in  Europe,  by  S.  E.  Doane.  Elec- 
trical World,  Article  and  Editorial,  21  pages,  May  23,  1914,  p.  1157  and 
p.  1133. 

This  article,  published  by  special  arrangement  with  the  N.  E.  L.  A.,  will  be  re- 
printed for  the  Philadelphia  convention  as  an  appendix  of  the  committee  on  the 
wiring  of  existing  buildings,  R.  S.  Hale,  Chairman.  It  gives  a  detailed  and 
illuminating  account  of  the  methods  by  which  European  central  stations  are 
furnishing  electricity  for  domestic  purposes  to  the  very  smallest  consumers.  The 
data  given  bears  chiefly  on  three  things — methods  of  getting  business,  methods  of 
making  installations,  and  collection  of  charges  for  service.  In  making  the  invest- 
igation, it  was  found  that  chief  interest  centered  in  Germany  and  some  places  in 
Italy,  Austria  and  Switzerland  having  followed  rather  than  led,  and  develop- 
ments in  France  having  been  quite  backward.  As  regards  England,  time  did  not 
permit  of  covering  the  ground  fully,  but  enough  was  seen  and  heard  to  indicate  that 
Germany  offered  the  best  field  in  that  particular  matter.  The  conclusion  reached 
is'  (1)  That  the  small  customer  has  become  an  important  source  of  revenue  to 
many  of  the  central  stations  in  Europe;  (2)  that  the  possibilities  of  this  source  of 
income  and  the  degree  to  which  it  is  being  appreciated  by  the  European  central 
stations  are  growing  constantly  as  the  efficiency  of  the  methods  of  transforming 
electricity  into  light  is  improving.  It  may  also  be  predicted  that  in  the  near 
futvn-c  the  small  customer  will  become  recognized  as  of  greater  value  to  the  central 
station  than  heretofore.  It  is  to  be  observed  that  to  bring  this  about  will  involve 
radical  changes  m  the  present  methods  of  billing,  metering,  meter  reading,  in- 
spection, methods  of  introducing  services,  lamp-renewal  policies,  rates  for  energy, 
etc.  Much  of  the  work  done  in  connection  with  the  small  consumer  depends  on  a 
cheap  form  of  demand  indicator.  Tltere  are  many  such  on  the  European  market 
costing  in  the  neighborhood  of  a  dollar.  The  article  is  supplementeti  by  a  large 
chart  showing  the  wiring  schemes  in  various  European  cities  in  miiuite  detail; 
and  is  profusely  illustrated  with  photographs  showing  exterior  and  interior  views  of 
houses  connected,  fittings  used,  advertising  schemes,  soliciting  schemes,  forms  of 
bills,  various  types  of  inexpensive  maximum  demand  indicators,  etc. 
The  editorial  urges  the  soliciting  of  this  business  in  America.  The  statement 
is  made  that  the  secret  of  the  success  reached  on  the  Continent  in  dealing  with 
these  small  consumers  seems  to  be  in  couplmg  a  cheap  wiring  system  on  the  in- 
stalment plan  with  a  flat-rate  method  of  charging  which  makes  the  price  to  be 
paid  perfectly  definite  and  collects  it  in  advance.  There  are  few  American  cities 
in  which  a  similar  policy  would  not  bring  profitable  results  when  once  fairly  under 
way. 
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INVESTMENT  AND  RETURN 

330 — Capitalization. 

Cost  of  Financing  Utilities,  by  A.  F.  Hockenbeamer.  Abstracted 
from  an  Affidavit  Filed  in  the  U.  S.  District  Court.  Journal  o:  Elec- 
tricity, Power  ami  (r'as,  4  1-3  pages,  May  1(3,  1914,  p.  425;  Electrical 
World,  1  page.  May  IG,  1914,  p.  1087;  Electric  Railway  Journal,  Article 
and  Editorial,  3  pages,  May  16,  1914,  p.  1074  and  p.  1007. 

This  affidavit,  presented  by  the  Pacific  Gas  &  Electric  Co.  in  a  San  Francisco 
rate  case,  is  an  analysis  of  the  conditions  under  which  the  public  utility  companies 
in  California  are  required  to  raise  new  capital,  of  the  cost  of  money,  and  of  the 
necessity  of  an  adequate  rate  of  return.  There  is  a  detailed  consideration  of 
the  expenditures  which  utilities  are  compelled  to  make;  the  capital  required  for 
obligations  maturing;  the  status  of  gas  and  electric  investments;  the  cost  of 
capital;  the  necessity  for  other  than  borrowed  capital;  earnings  and  sale  of  stock; 
the  importance  of  an  established  confidence;  and  the  permanency  of  the  duties  of 
public  utility  enterprises,  in  that  the  property  of  a  gas  and  electric  enterprise  is 
irretrievably  placed  in  the  service  of  the  put)lic  and  its  owners  cannot  at  their 
will,  wind  up  the  afTairs  of  the  corporation  and  liquidate  and  distribute  its  assets. 
It  is  pointed  out  that  the  company's  stock  must  be  sold  on  a  basis  of  providing  a 
reasonable  assurance  of  a  return  of  10  per  cent;  and  that  this  is  not  an  unreasonable 
profit,  when  the  earnings  of  the  national  banks  show  an  average  amiual  profit  in 
excess  of  9  per  cent  and  the  greater  hazard  of  the  public  utility  business  is  conceded. 

300 — Investment  and  Return. 

Railway  Freight  Rates  and  Prosperity.  Engineering  News,  1  page 
May  14,  1914,  p.  1086. 

This  comments  on  the  short-sightedness  of  the  popular  mind,  when  it  assumes 
that  increased  expenses  heaped  upon  the  railroads,  will  come  out  of  the  pockets 
of  the  railway  bondholders  and  stockholders.  The  gravity  of  the  present  situa- 
tion of  the  railroads  is  pointed  out.  The  statement  is  made  that  in  order  that 
the  railways  may  have  cars  enough  to  carry  the  steadily  increasing  volume  of 
shipments,  the  yard  room  in  which  to  handle  these  cars,  and  freight  stations 
sufficient  to  handle  the  freight  without  congestion,  such  as  blocked  the  whole 
wheels  of  industry  in  many  parts  of  the  country  in  the  fall  of  1907 — in  order  that 
the  railways  shall  be  able  to  pay  for  all  these  necessary  things,  it  is  absolutely 
essential  tliat  they  shall  be  able  to  go  to  the  investor,  the  savings  bank,  the 
insurance  company,  the  man  who  saves  a  little  mnnov  for  his  nlrl  nap  nnrl  Mwlnee 
them  to  buy  the  stocks  or  bonds  or  notes  of  the  railway  company.  Railway 
investors,  not  only  in  this  comitry,  but  the  world  over,  are  watching  intently  to 
see  whetlier  this  moderate  increase  in  traffic  rates  will  be  sanctioned  by  the 
Interstate  Commerce  Commission.  If  it  is  granted,  there  is  good  reason  to  believe 
that  the  world's  treasuries  will  be  unlocked  to  supplj'  the  reasonable  needs  of 
American  railways.  Should  it  be  refused,  however,  there  would  result  a  destruc- 
tion of  public  confidence  in  railway  investments,  the  disastrous  effect  of  which 
it  would  be  difficult  to  overestimate. 

319.1—Water  Power  Rights. 

Supreme  Court  Decision  Regarding  Capitalization  of  AVater 
Rights.  Article  and  Editorial,  Journal  of  Electricity,  Power  and  Gas, 
li  pages,  May  16,  1914,  p.  424  and  p.  434. 

The  above  article  quotes  in  full  the  recent  United  States  Supreme  Court  decision 
in  the  San  Joaquin  and  Kings  River  Canal  and  Irrigation  Co.  case,  holding  that 
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capitalization  of  water  rights,  in  estimating  plant  valuation  for  rate-making 
purposes,  should  be  allowed. 

The  editorial  points  out  that  no  court  has  questioned  the  capitalization  of  water 
rights  except  for  irrigation.  The  question  has  been  raised  by  railroad  commis- 
sions in  the  case  of  hydro-electric  power  companies  and  consequently  this  decis- 
ion is  of  wide  interest.  This  particular  decision  deals  with  these  rights  in  con- 
nection with  the  sale  of  water  for  irrigation  purposes  but  the  contention  of  the 
court,  that  by  such  sale  all  do  not  benefit  directly,  but  a  part  of  the  people  only, 
and  for  their  private  benefit,  makes  this  ruling  applicable  to  all  utilities  utilizing 
water  rights — hydroelectric  companies  with  others.  The  statement  is  made 
that  this  decision  does  not  state  specifically  that  all  water  rights  may  be  capi- 
talized, those  appropriated  as  well  as  those  acquired  for  a  valuable  consideration, 
but  it  practically  establishes  the  principle  that  not  to  permit  capitalization  of 
water  rights  is  to  deprive  the  owner  of  them  without  due  process  of  law,  which 
is  an  infringement  of  constitutional  rights. 

380— Taxation. 

Report  of  Committee  on  T.\xation  of  Public  Service  Corpor.\tions, 
by  Charles  J.  Bullock.  Reprinted  from  Proceedings  of  the  National 
Tax  Association,  Volume  7,  14  pages. 

This  report  considers  solely  the  question  of  the  equalization  of  taxation  upon 
public  service  corporations  subject  to  ad-valorem  taxation.  The  committee  holds 
that,  whether  puljlic  service  corporations  are  taxed  at  local  or  at  average  state 
rates,  they  should  be  subject  to  the  true,  and  not  the  nominal,  rates  of  state  or 
local  taxation.  So  long  as  undervaluation  of  other  property  continues,  therefore, 
the  committee  holds  that  either  the  valuation  of  public  service  corporations  should 
be  made  on  the  same  basis  as  that  of  other  property,  as  is  the  practice  in  a  few 
states,  or  that  the  corporations  should  be  taxed  at  the  true  rate  imposed  upon 
other  property,  as  is  the  practice  in  Wisconsin.  Better  still  would  be  the  eradi- 
cation of  the  evil  of  undervaluation  of  property  by  the  local  assessors  as  is  now 
attempted  in  Kansas,  Arizona,  Colorado,  and  New  Mexico;  but  this  must  neces- 
sarily be  a  work  of  time,  and  in  the  interim  public  service  corporations  are  entitled 
to  fair  play. 


PUBLIC  SERVICE  REGULATION 

221.1 — Issue  of  Stocks  and  Bonds. 

Responsibility  of  Commissions.  Editorial,  Electrical  World,  May 
16,  1914,  p.  1077. 

This  comments  on  the  fact  that  in  its  first  annual  report  the  Missouri  Public 
Service  Commission  raises  the  ciuestion  of  its  obligation  to  investors  who 
are  influenced  in  their  jjurchases  by  the  fact  that  securities  have  been  approved 
by  the  commissions  and  therefore  supposedly  represent  value;  and  that  the  com- 
mission has  announced  its  intention  of  following  the  policy  adopted  by  the  New 
York  Public  Service  Commission  (2nd  D)  (in  the  Hudson  Electric  Power  Co. 
case),  that  the  commission  should  satisfy  itself  that  the  contemplated  purpose 
is  a  fair  business  proposition,  but  should  not  undertake  to  reach  and  announce  a 
definite  conclusion  that  the  new  construction  or  improvement  actually  consti- 
tutes a  safe  or  attractive  basis  for  investment.  It  is  said  that  this  problem  is  a 
very  trying  one  for  the  commissions.  It  is  not  clear  how  a  state  can  escape  a 
moral  obligation  in  the  matter.  Certainly  the  state  cannot  fairly  aii])rove  seciu'i- 
ties  which  it  knows  will  not  be  good  in  order  to  help  a  corporation  to  get  funds 
to  i)rovide  needed  or  wanted  service.  The  burden  is  clearly  ui)on  a  commission 
to  do  everything  that  it  properly  can  to  make  securities  issued  under  reasonably 
justifiable  conditions  good. 
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112.1— Intermediate  Permits. 

Effects  of  the  Initiirmediait:  Franchise  Under  State  Regulation, 
by  William  J.  Norton.  The  Annals  of  the  American  Academy  of 
Political  and  Social  Science,  May,  1914,  p.  135. 

This  paper,  applied  to  the  Missouri  situation,  was  read  before  the  Missouri  Elec- 
tric, Gas,  Street  Railway  and  Water  Works  Association,  May  21-23;  and,  applied 
to  the  Oklahoma  situation,  was  read  before  the  Gas,  Electric  &  «Street  Railway 
Association  of  Oklahoma,  May  13-1.5. 

It  contains  a  consideration  of  the  use  of  the  indeterminate  form  of  franchise,  both 
before  and  after  its  being  adopted  in  the  state  public  service  regulation  laws  of 
Wisconsin  and  Indiana.  There  is  a  discussion  of  the  provision  in  most  state  laws 
that  a  public  utility  enterprise  is  to  be  protected  from  competition  by  private  or 
municipal  plants.  In  conclusion,  a  comparison  is  given  of  the  i-elative  advantages 
of  the  term  and  the  indeterminate  form  of  franchise.  The  paper  advocates  the 
general  adoption  of  the  indeterminate  permit  provision  in  connection  with  state 
regulation  of  utilities.  Footnotes,  referring  to  the  various  sources,  give  important 
bibliographical  information. 

200 — Public  Service  Regulation. 

State  Regulation  of  Public  Utilities.  The  Annals  of  the  American 
Academy  of  Political  and  Social  Science,  v.  53,  no.  142.  May,  1914, 
357  pages. 

This  contains  much  valuable  material  on  public  service  regulation,  classified 
under  the  headings  (1)  Legislation  as  to  state  utility  commissions,  (2)  State 
regulation  and  municipal  activities,  (3)  Uniform  accounting  and  franchises,  (4) 
Public  control  over  securities,  (5)  Valuation  of  public  utilities,  (6)  Electric  and 
water  rates,  and  (7)  Standards  for  service.  The  following  is  a  list  of  the  papers 
contained  in  the  volume,  which  will  be  of  special  interest  to  electric  companies: 

Methods  of  Judicial  Review  in  Relation  to  the  Effectiveness  of  Com- 
mission Control,  by  Oscar  L.  Pond p.    54. 

Effects  of  State  Regulation  Upon  the  Municipal  Ownership  Movement, 

by  Delos  F.  Wilcox p.    71. 

Effect  of  State  Regulation  of  Public  Utilities  upon  Municipal  Home 

Rule,  by  J.  Allen  Smith p.    85. 

State  Versus  Local  Regulation,  by  Stiles  P.  Jones p.    94. 

Effects  of  the  Indeterminate  Franchise  Under  State  Regulation,   by 

William  J.  Norton p.  135. 

Should  the  Public  Utilities  Commission  have  Power  to  Control  the 

Issuance  of  Securities "i*     By  John  M.  Eshleman p.  148. 

Rate  of  Return,  by  James  E.  Allison p.  172. 

Capitalization  of  Earnings  of   Public   Service   Companies,   by  Morris 

Schaff p.  178. 

Certain  Principles  of  Valuation  in  Rate  Cases,  by  Robert  H.  Whitten p.  182. 

Depreciation,  by  James  E.  Allison p.  198. 

Non-Physical  or  Going  Concern  Values,  by  Halbert  Powers  Gillette p.  214. 

Recent  Tendencies  in  Valuations  for  Rate-Making  Purposes,  by  Edwin 

Gruhl p.  219. 

Electric  Lighting  and  Power  Rates,  by  Halford  Erickson p.  238. 

RegulatingtheQualityof  Public  Utility  Service,  by  J.  N.  Cadby p.  262. 

Service  Regidations  for  Electrical  Utilities,  by  L.  H.  Harris p.  285. 

200 — Public  Service  Regulation. 

Some  Legal  Aspects  of  the  Regulation  of  Public  Service  Corpor- 
ations, by  Charles  F.  Mathewson.  Address  before  the  Y.  M.  C.  A. 
Finance  Forum,  New  York.  Electrical  World,  1  page.  May  16.  1914, 
p.  1090;  Electric  Railway  Journal,  f  page,  May  16,  1914,  p.  1111. 

This  states  that  the  most  essential  consideration  to  customers  is  efhciency  of 
service,  and  any  mistaken  theorj'^  or  imposition  which  compels  a  public  service 
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corporation  to  sacrifice  efficiency  to  lower  rates  is,  and  will  sooner  or  later  be 
recognized  to  be,  a  greater  misfortune  to  the  pviblic  than  to  the  corporation. 
Rate  making  is,  of  all  manifestations,  Mr.  Mathewson  declared,  the  most  serious 
and  common  aspect  to  public  service  corporations  of  the  special  regulatory  power 
of  the  State.  If  a  legislative  act  fixing  rates  is  passed  in  the  usual  manner,  it  is 
possible  that  it  does  justice,  but  if  it  does  so,  it  is  usually  due  to  Providence  only; 
and  such  legislation,  where  a  commission  is  in  existence,  is  vicious  to  the  last 
degree  in  principle  and  usually  in  result.  On  the  other  hand,  a  commission,  said 
Mr.  Mathewson,  may  proceed  at  leisure.  It  has  opportunity  for  complete  exam- 
ination of  all  essential  facts.  Its  members  are  in  office  for  a  term  of  substantial 
length,  so  that  they  should  be  more  independent  of  popular  disfavor  or  popular 
acclaim  than  are  legislatures. 

112 — Franchises. 

City  of  Lansing  v.  Michigan  Power  Company.  Reply  Brief  of 
Defendant  and  Appellee.     Pamphlet,  13  pages. 

This  is  the  company's  reply  brief  in  the  Michigan  Power  Company  franchise  case. 
On  page  5  attention  is  called  to  the  decision  of  the  Supreme  Court  in  Russell  v. 
Sebastl\n  (see  5  Rate  Research  117),  in  wliich  the  same  questions  (1)  that  of  the 
nature  of  the  rights  conferred  by  the  legislative  act,  and  (2)  that  of  the  right  of 
the  company  to  make  extensions,  notwithstanding  change  in  constitutional  policy 
with  regard  to  franchises,  are  discussed. 


MUNICIPALITIES 

840— Municipal  Operation. 

San  Francisco  Municipal  Railway  Report.  Editorial,  Electric 
Railway  Journal,  May  23,  1914,  p.  1128. 

This  characterizes  the  Geary  Street  Municipal  Railway  report  as  a  valuable 
contribution  to  electric  railway  financial  data,  since  it  is  the  first  municipal 
railway  report  in  this  country,  that  has  been  presented  on  a  sufficiently  standard- 
ized basis  and  in  sufficient  detail  to  permit  a  ready  analysis  of  the  results  of  muni- 
cipal versus  private  operation.  There  is  a  discussion  of  the  capital  account,  the 
omissions  therefrom  and  the  rate  of  return  on  the  stated  total  investment.  It  is 
asserted  that  conditions  point  to  a  decline  rather  than  to  an  increase  in  the  net 
income. 

830 — Public  Ownership. 

Mr.  McCarter  on  Municipal  Ownership.  Editorial,  Electric  Railway 
Journal,  May  23,  1914,  p.  1129. 

This  discusses  the  arguments  advanced  against  public  ownership  by  Mr.  ^IcCarter  as 
noted  in  5  Rate  Research  141.  The  editorial  states  that  the  voice  of  Mr.  McCarter 
on  the  public  owTiership  issue  is  needed.  It  avers  that  there  is  not  a  strongly- 
defined  tendency  toward  municipal  ownership  in  this  country  at  this  time.  There 
is  however,  a  strongly  developed  radical  movement.  Some  of  the  functions  and 
avenues  of  government  are  in  the  hands  of  radical  individuals  who  do  not  know 
much  about  the  danger  of  the  courses  which  they  advocate  and  who  care  less. 
They  should  not  be  allowed  the  free  rein  in  action  which  they  claim  in  speech. 
Every  infiuential  voice  than  can  be  raised  against  proposals  to  recast  radically  the 
national  customs  and  institutions  should  make  itself  heard.  If  municipal  owner- 
ship does  come  in  time  the  approach  to  it  should  bo  through  sober  channels  with  a 
full  recognition  of  the  rights  of  the  companies  whose  properties  are  taken  as  the 
basis  for  public  systems.     The  clauses  in  some  of  the  recent  electric  railway 
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franchises,  giving  cities  the  right  to  acquire  the  property  eventually,  are  out- 
croppings  of  tendencies,  like  the  bill  pending  in  Congress,  on  which  the  conservative 
forces  of  the  times  should  express  their  opinion. 

830— Public  Ownership. 

American  Association  Against  Public  Ownership  in  City  of 
Washington.     Electric  Railwmj  Journal,  5  pages,  May  23,  1914,  p.  1145. 

This  gives  an  account  of  the  progress  of  the  hearing  on  the  Grosser  bill  before  the 
District  committee  of  the  House  of  Representatives.  The  testimony  given  by 
W.  D.  Kerr,  director  of  the  Bureau  of  Public  Service  Economics  of  New  York,  and 
by  Mr.  N.  AIcD.  Crawford,  president  of  the  Reading  Transit  &  Light  Co.,  Reading, 
Pa.,  is  outlined. 

830— Public  Ownership. 

Arguments  Against  Public  Ownership  in  District  of  Columbia. 
Electric  Railway  Journal,  3|  pages,  May  16,  1914,  p.  1091;  Electrical 
World,  i  page,  May  16,  1914,  p.  1088. 

The  above  articles  abstract  the  testimony  given  before  the  District  Committee 
of  the  House  of  Representatives  at  Washington,  D.  C,  on  May  13,  on  the  Grosser 
Bill  providing  for  mvmicipal  ownership  of  the  street  railways  in  the  District  of 
Columbia.  Extended  testimony  was  given  by  Clarence  P.  King,  president  of 
the  Washington  Railway  and  Electric  Company,  and  Thomas  N.  McCarter,  presi- 
dent of  the  Public  Service  Corporation  of  New  Jersey.  At  a  continuation  of 
the  hearing  on  the  following  day,  Norman  McD.  Crawford,  president  of  the 
Reading  Transit  &  Light  Company,  discussed  the  subject  with  particular  refer- 
ence to  conditions  in  foreign  cities.  Mr.  McCarter  characterized  the  whole 
scheme  of  public  ownership  as  un-American.  It  was  not  suited  to  the  form  of 
government  devised  by  our  forefathers  and  handed  down  for  generations.  It 
would  mean  bureaucracy  galore.  It  would  mean  that  the  government  would 
take  on  an  enormous  army  of  men,  and  would  also  mean  ultimate  operation  of 
the  country  by  the  government  through  this  enormous  army.  The  subsidiary 
companies  of  the  Public  Service  Corporation  of  New  Jersey  had  12,000  employees 
and  served  2,000,000  of  the  2,500,000  people  in  New  Jersey.  If  the  same  proi)or- 
tion  held  good  throughout  the  country,  there  would  have  to  be  added  to  existing 
government  or  municipal  employees  from  600,000  to  750,000  men.  A  member 
of  the  committee  said  that  the  federal  government  now  employs  471,000  people. 

820 — State  Regulation  of  Municipal  Utilities. 

Proceedings  of  the  First  Annual  Convention,  League  of  Minne- 
sota Municipalities.  St.  Paul,  Minnesota,  October  16-17,  1913. 
Prepared  by  the  Municipal  Reference  Bureau  of  the  General  Extension 
Division,  University  of  Minnesota.     Pamphlet,  166  pages. 

This  contains  several  addresses  on  the  question  of  "home  rule."  State  regu- 
lation by  commission  is  upheld  by  Governor  Eberhart  (see  4  Rate  Research  94), 
p.  67;  by  Charles  A.  Russell,  p.  81;  and  by  George  C.  Mathews,  Chief  Statistician 
Wisconsin  Railroad  Commission,  p.  117.  "Home  Rule"  is  advocated  in  addresses 
by  W.  O.  Clure,  Secretary,  Home  Rule  League  of  Minnesota,  p.  91;  and  by  T.  G. 
Richmond,  Madison,  Wisconsin,  p.  137. 

Mr.  Mathewson's  article  is  especially  interesting,  since  it  is  a  detailed  and  practical 
analysis  of  the  workings  of  commission  regulation.  State  control  is  not  an  in- 
fringement on  local  home  rule.  It  is  merely  a  guarantee  that  the  utilities  which 
are  supplying  our  population  shall  be  controlled  by  an  agent  powerful  enough  to 
effectively  supervise  their  operations.  The  locality  cannot  secure  the  necessary 
accounting  information,  it  cannot  force  the  keeping  of  accounts  upon  a  proper 
basis,  the  cost  of  adequate  investigations  is  i)rohibitive,  the  locality  is  handi- 
capped by  lack  of  jurisdiction,  and  the  small  cities  at  least  are  not  in  a  position 
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to  fight  the  powerful  public  utility  corporations.  The  state  can  and  does  compel 
the  keeping  of  the  proper  records;  it  can  obtain  the  necessary  information  at  less 
cost  than  the  cities  can,  its  jurisdiction  is  not  limited  by  the  boundaries  of  any 
city  or  any  local  unit.  It  has  jurisdiction  over  the  entire  operations  of  the  utility. 
The  state  commission  is  in  a  position  to  furnish  help  to  both  private  and  municipal 
utilities  which  will  enable  them  to  fulfill  their  duties  of  giving  adec|uate  service  at 
reasonable  rates,  and  it  is  not  a  bar  to  municipal  acquisition  of  utility  plants  and 
successful  municipal  operation  of  those  plants  is  greatly  facilitated.  Local  control 
caimot  stand  the  test  which  must  be  applied  to  detei'mine  the  success  of  regulation. 
State  control  has  stood  this  test  successfully,  and  the  greater  the  experience  with 
state  control,  the  more  overwhelming  the  argument  is  in  favor  of  it. 

820 — State  Regulation  of  Municipal  Utilities. 

Co-operation  in  Opposition.     Editorial,  Journal  of  Electricity,  Power 

and  Gas,  May  16,  1914,  p.  435. 

This  comments  on  the  joint  appeal  for  rehearing  made  by  the  company  and  the 
California  Commission  in  the  Oro  case.  It  is  said  that  is  is  very  elementary 
that  duplication  of  distribution  systems  increases  the  cost  to  the  consumer;  is 
inefficient  and  wasteful.  It  is  not  effective  in  reducing  rates  because  it  adds  noth- 
ing to  the  service,  than  may  be  added  through  regulation, — but  cost.  The  purblind 
selfishness  of  any  public  utility  which  would  insist  upon  competition  with  rate 
regulation  can  not  but  create  suspicion  and  react  upon  private  ownership  in  general. 
It  is  asserted  that  one  of  the  great  objects  to  home  rule  of  utilities  is  the  fact 
that  the  public  themselves,  as  a  municipality,  may  at  any  time  become  the  com- 
petitors of  the  utility  they  regulate,  in  which  event,  except  at  great  legal  expense 
(also  borne  in  duplicate  by  the  same  public)  there  would  be  no  power  to  regulate 
the  regulator.  In  mvmicipal  regulation  there  is  a  constantly  recurring  possibility 
of  injustice  which  it  would  be  well  to  anticipate  by  extending  the  power  of  state 
commissions  so  that  they  will  be  enabled  to  regulate  all  the  public  utility  business, 
municipal  or  otherwise. 

840 — Municipal  Operation. 

Municipal  Electric  Power  Project  of  Los  Angeles.  Engineering 
and  Contracting,  1-6  page,  May  20,  1914,  p.  40. 

This  recounts  the  results  of  the  Los  Angeles  power  bond  election,  describes  the 
present  state  of  the  city's  electric  plant,  and  notes  the  passage  of  the  resolution 
by  the  city  council  that  condemnation  proceedings  be  started  immediately  for 
such  properties  of  the  private  corporations  as  may  be  reciuired.  The  statement 
is  made  that  the  action  of  the  citizens  in  authorizing  the  bond  issue  ends  the 
first  chapter  of  a  vigorous  campaign  that  has  been  waged  for  the  past  two  years. 
It  now  remains  to  be  seen  whether  or  not  the  city  will  be  able  to  carry  out  its  plans 
as  regards  the  municipal  distribution  of  electricity.  Certain  cjuestions  of  water 
rights  may  arise  which  may  make  necessary  the  abandonment  of  that  portion 
of  the  scheme. 

GENERAL 

149 — Holding  Companies. 

The  Utility  Holding  Company.     Editorial,  Electrical  World,  May  23, 

1914,  p.  1135. 

This  questions  the  wisdom  of  the  holding  company  representatives,  in  their 
arguments  before  the  Senate  Committee  on  May  12,  in  i)resenting  their  case  from 
the  financial  instead  of  the  operating  side.  It  is  said  that  the  burden  rests  upon 
the  utility  holding  coin])anies  to  show  that  they  should  not  be  classed  with  the 
general  tyjx'  of  holding  company,  that  their  operations  are  limited  to  local  public 
utilities  and  that  Ihcy  do  not  unreasonably  restrain  trade.  These  facts  are  so 
plain  to  public  utility  operators  that  these  men  can  scarcely  realize  that  their 
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corporations  may  be  condemned  by  the  new  law.  The  statement  is  made  that 
the  public  utilitj'  holding  companj'  fills  a  useful  place  in  the  economic  structure 
of  the  country,  and  it  should  not  be  put  out  of  business.  The  basis  of  its  revenues 
and  growth  is  the  local  plant,  which  is  subject  to  complete  regulation  by  com- 
missions in  most  states.  If  local  jilants  are  not  under  this  form  of  regulation,  they 
ought  to  be.  The  form  of  control  which  has  proved  to  be  so  salutary  where  it 
has  had  effective  trial  should  be  extended  to  all  states.  If  the  public  utility 
holding  company  caimot  justify  its  existence  under  the  most  rigid  form  of  state 
regulation  it  will  fail  and  no  act  of  Congress  will  save  it.  It  should  have,  however, 
a  fair  opportunity  to  demonstrate  its  usefulness,  and  it  will  not  receive  such  an 
opportunity  unless  it  is  exemjjt  from  the  general  prohibition  against  holding 
companies  which  appears  in  trust  regulation  bills. 

980— Public  Relations. 

Public  Policy  of  Public  Utility  Corporations,  Iw  F.  R.  Sl.\ter 
Read  before  the  Southwestern  Electrical  &  Gas  Association,  Galveston, 
Texas,  May  20-23,  1914. 

This  states  that  the  present  imdesirable  attitude  of  the  public  toward  the  utilities 
is  due  to  ignorance  on  the  part  of  the  public  The  statement  is  made  that  it  is 
impracticable  to  educate  the  public  as  a  mass,  but  the  individual  can  be  educated 
an(l  if  we  educate  enough  individuals  we  will  finally  have  the  whole  jjublic  educated. 
This  can  only  be  accomplished,  however,  through  a  broad,  carefully  plamied  cam- 
paign, carried  forward  through  the  technical  press,  monthly  periodicals,  daily 
press  and  personal  effort  with  patrons.  This  cannot  be  accomplished  in  a  day, 
or  probably  in  a  year,  but  it  must  be  accomplished  before  the  utility  can  hope 
for  any  material  improvement  in  the  attitude  of  the  public  toward  its  business. 
No  more  just  or  fair  tribunal  can  be  secured  than  the  mass  of  the  people,  pro- 
vided that  they  can  make  their  decision  with  a  full  knowledge  of  the  facts.  It 
is  the  want  of  knowledge  that  breeds  suspicion  To  get  a  knowledge  of  the  facts 
before  the  people  should  be  the  aim  and  end  of  all  corporation  managers.  The 
immense  importance  of  keeping  the  press  thoroughly  informed  as  to  the  truth  in 
utility  matters  is  pointed  out.  It  is  asserted  that  there  is  an  inherent  belief  in 
everybody  that  where  there  is  fear  there  is  wrong,  and  thus  the  repeated  state- 
ment that  a  company  is  keeping  something  under  cover  poisons  the  public  mind 
against  the  company.  It  is  pointed  out  that  managers  must  make  no  move 
affecting  .service  or  rates,  or  any  place  of  the  business  which  touches  the  public, 
without  giving  due  notice  and  explanation  to  those  who  are  affected. 

980— Public  Relations. 

Hysteria  of  Criticism.  Abstract  of  an  Address  by  Frank  A.  Vander- 
Lip  before  the  National  Association  of  Cotton  Manufacturers,  April 
29-30,  1914.     Gas  Age,  f  page.  May  15,  1914,  p.  489. 

In  this  address  it  is  asserted  that  at  present  success  is  marked  as  proof  of  wrong- 
doing, and  a  saner  view  of  things  is  advised.  It  is  pointed  out  that  the  greater 
part  of  government  energies,  as  related  to  business,  arc  directed  toward  destruc- 
tive rather  than  constructive  and  creative  ends.  It  is  said  that  it  is 
manifestly  unfair  that  big  business  should  be  assailed  because  it  falls  below 
KM)  per  cent  efficiency,  while  farmers  and  planters  are  only  40  per  cent 
efficient.  The  statement  is  made  that  as  a  nation  we  have  for  some  years  been 
attacked  by  a  hysteria  of  criticism  against  big  business,  until  a  majority  of  people 
have  come  to  believe  that  the  way  to  secure  prosperity  is  through  legislation, 
instead  of  through  intelligent  hard  work,  improved  methods  and  a  scientific  ap- 
plication of  the  best  knowledge  of  their  owi  business.  The  particular  men  who 
happen  for  the  moment  to  be  occupying  official  positions  in  Washington  and  else- 
where, and  who  are  laying  unbearable  hardships  upon  the  proper  development 
of  business  in  the  United  States,  are  not  perhaps  primarilv  to  blame.  The  blame 
lies  back  of  them  in  all  ill-informed  anil  frequently  unfair  state  of  public  opinion. 
^^e  have  had  a  period  of  magazine  and  political  nuickraking,  which  has  brought 
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about  a  condition  where  business  success  is  looked  upon  as  a  crime,  where  the 
man  who  has  demonstrated  that  he  can  manage  his  business  well  is  excluded 
from  public  counsel  and  where  no  small  part  of  our  government  affairs  has  been 
put  into  the  hands  of  men  who  would  be  incompetent  successfully  to  manage 
modest  business  affairs.  It  is  idle  to  rail  at  the  public  representatives  of  one 
party  or  another  or  at  one  administration  or  another.  We  have  got  to  get  back 
of  ail  that  and  create  a  sounder,  a  more  intelligent  and  a  more  honest  public 
opinion. 

149 — Holding  Companies. 

Testimony  and  Regulation  of  Public  Utility  Holding  Companies. 
Electrical  World,  If  pages,  May  16,  1914,  p.  1086;  and  Electric  Railway 
Journal,  U  pages,  May  16,  1914,  p.  1098. 

The  above  articles  give  abstracts  of  the  testimony  offered  at  the  hearing  on  the 
holding-company  feature  of  the  Newlands  interstate  trade  commission  bill,  held 
before  the  interstate  commerce  committee  of  the  United  States  Senate  at  Wash- 
ington D.  C,  on  May  12.  Testimony  was  presented  by  Messrs.  Bernard  Flex- 
ner,  representing  the  Middle  West  Utilities  Company  of  Chicago;  Charles  K. 
Beekman,  of  Beekman,  Menken  &  Griscom,  representing  the  United  Gas  &  Elec- 
tric Corporation  and  the  American  Cities  Company,  and  Stuart  G.  Gibboney. 
of  Barber,  Watson  &  Gibbony,  New  York,  representing  Bertron.  Griscom  ct 
Company  and  William  P.  Bonbright  &  Company,  Inc.  The  testimony  was  entirely 
on  the  public  utility  holding  company. 

910 — Promotion  and  Growth  of  the  Business. 

Increasing  the  Day  Load,  by  Minor  Q.  Woodward  and  H.  E.  Smith. 
Read  before  the  Arkansas  Association  of  Public  Utility  Operators,  April 
21-23,  1914. 

This  emi)hasizes  the  importance  of  the  following  factors,  when  a  central  station 
is  attempting  to  increase  its  day  load:  (1)  the  good  will  of  the  community  served; 
(2)  "electrical  use"  education  of  the  community;  (3)  excellent  service;  (4)  co-oper- 
ation with  electrical  contractors,  architects,  etc.;  (5)  rates;  (6)  day  load  lighting; 
(7)  the  use  of  household  heating,  cooking  and  labor  saving  devices;  and  (8)  larger 
day  load  business,  power,  etc.  Each  of  these  factors  is  discussed  in  detail.  The 
value  of  the  use  of  electricity  in  public  school  domestic  science  departments  is 
pointed  out.  It  is  asserted  that  this  is  an  unusual  opportunity  to  educate  the 
coming  generation  in  the  use  of  electrical  appliances.  There  is  a  detailed  discus- 
sion of  waj^s  and  means  of  increasing  the  power  load. 

980— Public  Relations. 

Facts  Versus  Illusions,  by  William  J.  Clark.  Aera,  7  pages,  May, 
1914,  p.  1089. 

This  states  that  publicity  in  utility  matters  is  a  logical  method  of  combating 
unfavorable  public  sentiment,  because  the  prevailing  illusions  on  public  utility 
affairs  have  tlius  been  created.  It  is  said  that,  while  the  desire  to  give  public 
utility  matters  "news  value"  causes  far  more  misstatement  of  fact  than  is  made 
with  malicious  intent,  yet  the  o])inions  of  honest  but  impracticnblo  theorists, 
which  afford  an  excuse  for  making  such  misstatements,  produce  practically  the 
same  effect  upon  the  public  mind  as  though  the  source  and  cause  of  their  origin 
were  less  excusable.  There  is  a  discussion  of  municipal  and  government  credit- 
wit  h  view  to  pointing  out  that  credit  and  various  other  basic  facts  must  be  care, 
fully  considered,  befor(>  public  ownership  of  utilities  is  adopted. 
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COMMISSION  DECISIONS 

WISCONSIN 

720— Rate  Schedules. 

Complaint  vs.  Monroe  Electric  Company,  Alleging  Unreasonable 
and  Excessive  Rates  for  Electric  Service.  Decision  of  the  Wisconsin 
Railroad  Commission,  Fixing  Rates.     April  6,  1914. 

The  service  charge  for  commercial  power  in  the  schedule  of  the  Monroe 
Electric  Company,  given  on  page  132  of  last  week's  Rate  Research, 
should  read  as  follows: 

Service  Charge. 

70  cents  net  per  month  per  active  horse  power  connected. 


COURT  DECISIONS 

MICHIGAN 

112.1— Indeterminate  Permits. 

Peck  et  al.  v.  Detroit  United  Ry.  et  al.  Suit  Holding  That  a  Reso- 
lution Granting  the  Company  an  Indeterminate  Permit  to  Make  an 
Extension,  is  InvaUd.  Decision  of  the  Supreme  Court  of  Michigan. 
Holding  that  the  Franchise  Is  Legal.  May  4,  1914.  146  North- 
western 977. 

The  City  of  Detroit  granted  the  Company  permission  to  construct  an 
extension  known  as  the  Junction  Avenue  Crosstown  Line.  The  reso- 
lution, granting  the  franchise,  provided  among  other  things  that  the 
permit  could  be  revoked  at  the  pleasure  of  the  City;  and  that,  in  case 
the  City  should  engage  in  nmnicipal  ownership  and  operation  of  the 
street  railways,  it  should  purchase  the  company's  property  at  a  price 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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to  be  fixed  by  an  arbitration  l^oard  of  three  members,  one  to  be  ap- 
pointed by  the  city,  one  by  the  company,  and  the  third  by  the  other 
two. 

The  complainants,  who  are  the  owners  of  property  abutting  on 
Larchmont  Avenue,  in  the  City  of  Detroit,  filed  this  bill  of  com- 
plaint to  restrain  the  construction  of  the  proposed  Junction  Avenue 
Crosstown  Line.  .  .  . 

It  is  contended  that  this  resolution  is  ^•oid  because  it  is  in  conflict 
with  section  29,  article  8,  of  the  State  Constitution,  which  pro- 
vides: "Sec.  29.  No  franchise  or  license  shall  be  granted  by  any 
municipality  of  this  state  for  a  longer  period  than  thirty  years" — 
and  is  also  in  conflict  with  section  25,  article  8,  which  provides: 
"Sec.  25.  No  city  or  village  shall  have  power  to  abridge  the  right 
of  elective  franchise,  to  loan  its  credit,  nor  to  assess,  levy  or  collect 
any  tax  or  assessment  for  other  than  a  pul)lic  purpose.  Nor  shall 
any  city  or  village  acquire  any  public  utility  or  grant  any  public 
utility  franchise  which  is  not  subject  to  revocation  at  the  will  of 
the  city  or  village,  unless  such  proposition  shall  have  first  received 
the  affirmative  vote  of  three-fifths  of  the  electors  of  such  city  or 
village  voting  thereon  at  a  regular  or  special  municipal  election; 
and  upon  such  proposition,  women  taxpayers  having  the  ciualifica- 
tion  of  male  electors  shall  be  entitled  to  vote.  .  .  ." 

It  is  the  complainants'  contention  that  under  Section  29,  article  8, 
of  the  Constitution,  the  grant  in  question  is  invalid,  because  it  con- 
tains no  maxinmm  term  limit  beyond  which  it  cannot  run,  although 
the  right  of  revocation  is  reserved  to  the  grantor.  What  is  the 
grant  in  question?  The  most  that  can  l)e  claimed  for  it  is  that  it 
is  a  revocable  right.  It  is  innnaterial  whether  it  is  termed  a  grant, 
license,  franchise  or  permit.  Its  important  feature  in  this  discus- 
sion is  that  whatever  it  is  termed,  it  is  revocable  at  the  will  of  the 
city,  whenever  the  public  interest  requires  its  termination.  By  its 
terms  this  is  to  be  determined  by  the  connnon  council  or  the  people 
of  the  city  of  Detroit,  at  their  pleasure  or  caprice.  The  resolution 
clearly  provides  that  no  term  right  shall  be  acquired  by  the  railway 
company  because  of  the  acceptance  of  the  grant  by  it,  and  by  Airtue 
of  the  provisions  of  said  section  29,  article  8,  of  the  Constitution, 
which  is  a  clear  limitation  on  the  power  to  grant  franchise  or  licenses, 
this  grant  of  power  could  not  extend  beyond  the  period  of  30  years 
fixed  by  the  section,  even  if  it  should  not  be  rcAoked  by  the  grant- 
ing power  before  the  expiration  of  that  time.  In  the  absence  of 
a  time  limitation  in  the  grant,  it  must  be  assumed  that  it  cannot 
extend  beyond  the  term  fixed  by  the  Constitution.  Boise  Water 
Co.  V.  Boise  City,  230  U.  S.  84,  33  Sup.  Ct.  997,  57  L.  Ed.  1400. 
Not  being  a  grant  for  a  longer  period  than  30  years,  which  is  pro- 
hibited by  the  C-onstitution,  and,  complying  with  section  25  of 
article  8  in  that  it  is  "subject  to  revocation  at  the  will  of  the  city," 
we  are  clearly  of  the  opinion  that  the  resolution  making  the  grant 
was  not  in  violation  of  any  constitutional  prohibition. 
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It  is  also  contended  that  the  council's  resolution  should  be  held 
void  because  it  contains  a  proviso  that,  in  case  the  city  shall  engage 
in  municipal  ownership  and  operation  of  street  railways,  and  shall 
desire  to  operate  on  the  streets  mentioned  in  the  resolution,  it  shall 
•purchase  the  tracks  and  equipment  therefor  at  a  price  to  be  fixed 
by  agreement  or  arbitration.  This  provision  cannot  be  construed 
to  be  a  limitation  upon  the  power  to  revoke  the  permit.  This  power 
can  be  exercised  without  complying  with  any  conditions.  It  can 
be  exercised  at  the  will  of  the  common  council  or  the  city,  and  is 
independent  of  any  other  provision.  The  question  of  whether  or 
not  the  city  could  be  compelled  to  purchase  the  property  and  equip- 
ment of  the  railroad  as  provided  for  in  the  resolution,  in  case  the 
right  of  revocation  is  exercised,  is  a  question  not  involved  here. 

The  decree  of  the  court  below  dismissing  the  bill  of  complaint  is 
affirmed,  with  costs  to  defendants. 


COMMISSION  DECISIONS 

INDIANA 

224.5— Rates  Fixed  by  Contract. 

City  of  Gary  vs.  Gary  &  Interurban  Railway  Company,  Asking 
that  Company  be  Required  to  Comply  with  the  Franchise  Provision 
Relating  to  Carrying  Free  of  Charge  Policemen,  Firemen  and  Town 
Officers.  Decision  of  the  Indiana  Public  Service  Commission,  Re- 
quiring the  Company  to  Furnish  Such  Free  Service.     May  25,  1913. 

The  respondent  company  notified  the  city  that  under  the  Public  Util- 
ities Law  it  could  not  furnish  free  service  to  city  agents  in  accordance 
with  the  terms  of  its  franchise,  and  the  city  petitioned  the  commission 
asking  that  the  company  be  required  to  fulfill  its  contract  with  the 
city.  The  company  stated  that  it  was  willing  to  furnish  the  free  ser- 
vice if  it  can  legally  comply  with  the  franchise.  The  Commission  con- 
sidered, first,  the  question  of  the  right  of  the  city  and  company  to  enter 
into  the  contract,  and  the  present  validity  of  the  contract. 

Section  254,  of  the  Towns  and  Cities  Act  of  1905,  grants  the  right  to  any 
city  or  town  to  enter  into  contracts  with  public  service  companies  as 
enumerated,  including  interurban  companies: 

Provided,  That  no  such  contract  shall  be  entered  into  by  am-  city  or 
town  for  furnishing  such  city  or  town,  or  its  inhabitants,  with  water, 
motive  power,  heat  or  light,  upon  or  along  the  streets  of  such  city  or 
town,  for  a  term  longer  than  twenty-five  years. 

In  regard  to  the  limitation  of  the  term  to  twenty-five  years  the  Com- 
mission says: 

In  Hester  et  al  vs.  Town  of  Greenwood  et  al,  172  Ind.  279,  the  Su- 
preme Court  of  this  State  held  that  this  section  did  not  prohibit  a 
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town  from  granting  a  franchise  for  more  than  twenty-five  years. 
When  construed  with  other  acts,  the  evident  meaning  of  Section  254, 
so  far  as  the  term  of  the  franchise  is  concerned,  it  is  that  twenty-five 
years  is  fixed  as  the  limit  concerning  the  terms  and  conditions  upon 
which  the  franchise  is  granted,  and  not  to  the  franchise  itself 

The  Commission  concludes  that  Section  13  of  the  franchise  requiring 
the  company  to  furnish  the  free  service  in  question  is  a  valid  contract. 

The  company  was  granted  the  right  to  operate  and,  as  a  consideration 
for  this  grant,  had  the  right  to  agree  to  carry  persons  free  of  charge  as 
stated  in  Section  13  of  the  franchise. 

But  what  the  city  granted  to  Gavit  (original  owner  of  franchise)  was 
not  his  own.  It  acted  purely  as  an  agent  of  its  principal,  which  is  the 
State.  In  granting  the  franchise,  the  town  of  Gary  acted  merely  as 
an  agent  of  the  State,  and  the  State  alone  has  complete  control  over 
the  streets  of  the  towns  and  cities  of  the  State.  Whatever  the  mun- 
icipality does  touching  the  control  and  use  of  the  streets  and  high- 
ways of  municipalities,  is  done  under  the  authority  delegated  to  such 
municipality  by  the  Legislature  of  the  State.  In  all  these  transac- 
tions, the  State  is  the  principal  and  the  municipahty  or  the  city  is  the 
agent.  The  real  contracting  parties  engaged  in  the  execution  of  the 
franchise  set  out  in  the  petition  were  the  State  upon  one  hand  and  the 
grantee  of  the  franchise  upon  the  other.  The  only  part  that  the  town 
of  Gary  had  in  the  transaction  was  as  agent  of  the  State  exercising 
an  authority  delegated  to  it  by  the  State.  The  legislative  control  of 
the  municipalities  of  the  State  is  inherent,  plenary  and  conclusive, 
subject  only  to  constitutional  limitations.  As  the  Legislature  has 
the  inherent  power  to  create  a  municipal  corporation,  so  likewise  it 
has  the  power  to  destroy  such  corporation,  and  has  the  power  to 
amend  its  charter,  not  only  in  respect  to  its  territory,  but  also  in  re- 
spect to  its  powers,  privileges  and  franchises;  and  this  power  may  be 
exercised  without  the  consent  of  the  municipality  or  its  inhabitants. 
The  State  has  the  sovereign  power  that  creates  the  municipality,  may 
alter  or  dissolve  it  at  pleasure,  and  may  likewise  supervise  and  direct 
its  conduct  in  all  public  matters.  The  State  thus  acts  as  general 
guardian  of  the  person  and  property  of  the  numicipal  corporation, 
and  the  only  limitation  upon  its  supreme  legislati\'e  power  in  this 
particular  will  be  found  in  the  State  or  Federal  Constitution.  This 
power  of  control  and  supervision  is  a  necessary  corollary  of  the  plenary 
powers  of  the  State  over  all  public  matters  and  concerns.  It  is  the 
sovereign,  and  wherein  not  restrained  by  the  supreme  law  of  the  land, 
the  Legislature,  as  trustee  of  the  public,  for  the  general  weal,  has 
power  not  only  to  imterpose  its  arm  for  protection,  but  to  show  its 
might  in  positive  and  affirmative  acts  of  go\'ernment  in  par- 
ticular matters  over  which  it  had  conferred  general  charter  powers, 
on  the  corporation,  (jovernmental  powers  confiM'red  upon  a  nuniici- 
pality  cannot  ripen  into  vested  rights.  In  its  governmental  aspect, 
the  corporation  is  completely  subject  to  the  legislative  will.     The 
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power  which  gave,  may  take  away,  and  may  alter,  vary  or  amend  at 
pleasure.  It  was  law  which  gave  all  life,  power  and  authority,  and  the 
law  may  diminish  or  totally  withdraw  it.  It  appoints  the  agent  and 
clothes  it  with  power,  and  it  may  limit  the  power  or  revoke  the 
agency.  Whatever  is  within  the  proper  scope  of  legislation,  that  may 
be  effected  in  a  municipahty  by  the  Legislature. 

In  Luchrman  v.  Taxing  District,  2  Lea  (Tenn.)  425  (433),  the  Su- 
preme Court  of  Tennessee  said: 

"All  the  authorities  are  agreed  that  municipal  corporations  are  within 
the  absolute  control  of  the  Legislature  and  may  be  abolished  at  any 
time  in  its  discretion.  The  reason  is  obvious.  Being  created  as 
instrumentalities  or  agencies  of  the  government,  they  cannot  be  con- 
tinued in  that  capacity  whenever  the  public  exigency,  of  which  the 
Legislature  alone  is  juclge,  demands  that  they  should  cease  to  act.  It 
is  an  unsound  and  even  absurd  proposition  that  political  power  con- 
ferred by  the  Legislature  can  become  a  vested  right  as  against  the 
government  in  any  body  of  men.  Municipal  grants  of  franchises  are 
all  subject  to  the  control  of  the  legislative  power,  for  the  purposes  of 
amendment,  modification  or  entire  revocation." 
People  V.  Morris,  13  Wend.  331. 

In  Sloan  v.  The  State,  8  Blackford  361  (364),  the  court  said: 

"Public  or  municipal  corporations  are  established  for  the  local  govern- 
ment of  towns  or  particular  districts.  The  special  powers  conferred 
ui:)on  them  are  not  vested  rights  as  against  the  State,  but  being 
wholly  political,  existing  only  during  the  will  of  the  general  Legisla- 
ture, there  would  be  numberless  petty  governments  existing  within 
the  State  and  forming  a  part  of  it,  but  independent  of  the  control  of 
the  sovereign  power.  Such  powers  may  at  any  time  be  repealed  or 
abrogated  by  the  Legislature,  either  by  a  general  law  operating  upon 
the  whole  State,  or  by  a  special  act,  altering  the  powers  of  the  cor- 
poration." 

In  The  State  ex  rel.  City  of  Terre  Haute  v.  Kolsen  et  al.  130  Ind.  434 
(437),  the  court  said: 

"A  municipal  corporation  is  not  clothed  with  any  vested  right  in  a  pub- 
lic office,  nor  indeed  does  it  possess  a  vested  right  in  public  property. 
It  has  long  been  and  firmly  settled  that  the  charters  of  public  cor- 
porations may  be  repealed  or  altered,  as  the  Legislature,  in  the  exer- 
cise of  its  constitutional  powers,  deems  proper." 

In  Williams  v.  Egglestone,  170  U.  S.  308,  the  court  said: 

"Neither  can  it  be  doubted  that  if  the  State  Constitution  does  not 
prohibit,  the  Legislature  (speaking  generally)  may  create  a  new  taxing 
district,  determine  what  territory  shall  belong  to  such  district,  and 
what  shall  be  considered  as  benefited  by  the  proposed  improvement, 
and  in  so  doing  it  is  not  compelled  to  give  notice  to  the  parties  resi- 
dent within  the  territory,  or  permit  a  hearing  before  itself,  one  of  its 
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committees,  or  any  other  tribmial,  as  to  the  question  whether  the  prop- 
erty so  included  within  the  taxing  district  is  in  fact  benefited.  The 
only  question  is  as  to  the  power  of  the  Legislature  to  cast  the  burden 
of  the  improvement  upon  the  five  towns  which  have  already  been 
judicially  determined  to  be  towns  benefited  thereby.  In  casting 
this  burden  upon  the  towns,  the  Legislature  did  not  proceed  without 
a  hearing  for  the  towns,  for  their  representatives  were  in  the  Legis- 
lature and  took  part  in  the  proceedings  by  which  the  act  was  passed." 

112,1 — Indeterminate  Permits. 

It  would  appear  to  be  the  law,  that  in  all  matters  touching  the 
granting  of  franchises,  the  power  of  the  Legislature  to  change,  alter  or 
rescind  the  franchises,  so  far  as  the  city  itself  is  concerned,  is  full, 
complete  and  perfect.  It  is  simply  the  power  of  the  principal  over 
its  agent.  As  the  franchise  was  granted  by  the  city,  acting  as  an 
agent  only,  the  city  has  no  right  in  the  franchise,  except  as  it  repre- 
sents the  right  of  its  principal.  If  the  principal,  at  any  time,  for 
any  reason  satisfactory  to  itself,  chooses  to  withdraw  from  the  con- 
tract, abandon  its  rights  or  forego  its  benefits,  the  city  granting  the 
franchise  has  no  right  to  be  heard,  and  its  contentions  can  in  nowise 
prevail  as  against  the  State.  The  Legislature  being  the  supreme 
guardian,  the  principal  in  the  transaction,  has  absolute  and  full  con- 
trol of  the  entire  matter,  and  can  do  as  it  elects  to  do,  even  over  the 
protest  and  objection  of  its  agent,  the  city.  In  this  particular  in- 
stance, the  State  has  the  right  by  its  Legislature  to  say  that  all  the 
benefits  and  advantages  that  accrued  to  the  city  as  the  agent  of  the 
State  may  be  abandoned.  If  it  chooses  to  say  that  and  does  say  it, 
the  city  of  Gary  is  helpless,  and  its  protests  and  objections  can  avail 
nothing.  This  is  the  full  philosophy  and  theory  of  the  indeterminate 
permit  mentioned  in  the  Shively-Spencer  Utility  Commission  Act 

By  virtue  of  the  provisions  of  this  section,  (Sec.  101)  the  State  exer- 
cises its  inherent  and  sovereign  right  to  pass  directly  over  the  head  of 
its  agent,  and  to  deal  with  the  other  contracting  party,  the  utility, 
and  to  say  to  such  utility,  even  over  the  protest  and  objection  of  its 
agent,  the  municipality,  that  if  such  utility  will  surrender  its  fran- 
chise and  submit  itself  to  the  just  regulation  of  this  Commission,  that 
the  State  will  forego  all  the  advantages  and  benefits  it  has  received 
under  the  franchise.  Now,  what  right  has  the  city  to  ol)ject  if  the 
principal  chooses  to  forego  its  advantages ;  of  what  avail  is  the  opposi- 
tion of  the  agent.  The  answer  is,  none.  The  power  to  offer  to  the  util- 
ity the  option  of  surrendering  its  franchise  and  its  benefits  and  ad- 
vantages, and  accepting  the  indeterminate  permit,  is  clear  in  the 
light  of  the  foregoing  authorities,  and  the  foregoing  reasoning.  It  is 
a  just  exercise  of  a  lawful  power  on  the  part  of  the  State.  The  only 
other  question  involved  in  this  controversy  is.  Has  the  State  by  any 
act  of  its  Legislature  since  the  granting  of  the  franchise  herein  involved 
enacted  any  law  by  which  it  agrees  to  surrender  any  advantages  it 
has  obtained  under  such  franchise.     We  maintain,  that  it  has  not. 


Rate     Research  153 


It  has  offered  in  Section  101,  and  other  sections  touching  the  inde- 
terminate permit,  the  option  to  the  Gary  and  Interurban  Railway 
Company  of  surrendering  its  franchise  and  submitting  itself  to  the . 
regulation  of  this  Commission,  and,  in  consideration  of  its  so  doing, 
to  relieve  such  company  of  the  liabilities  and  burdens  imposed  upon 
it  by  this  franchise.  So  far,  the  railway  company  has  declined  to  avail 
itself  of  this  opportunity; 

650 — Discrimination. 

but  it  is  insisted  that  the  provisions  of  the  Shiveley-Spencer  Utility 
Commission  Act,  touching  discrimination  in  the  sales  of  service,  has 
rendered  it  unlawful  for  the  railway  company  to  longer  comply  with 
the  provisions  of  this  franchise.    This  position  cannot  be  maintained. 

It  is  pointed  out  that  under  Section  114  of  the  Utility  Act  the  furn- 
ishing of  free  service  such  as  that  provided  for  in  the  company's  fran- 
chise, is  not  prohibited  by  anything  contained  in  this  act.  In  con- 
clusion the  Commission  says: 

The  purpose  of  the  indeterminate  permit  was  to  relieve  street  railways 
and  other  utility  companies  from  certain  burdens  arising  out  of  their 
franchise,  but  it  was  not  the  policy  of  the  law,  nor  the  purpose  of 
the  Legislature  to  relieve  the  holders  of  such  franchises  from  the 
burdens  legally  assumed,  unless  they  would  consent  to  take  an  in- 
determinate permit. 

The  company  is  ordered  to  furnish  the  service  complying  with  the  terms 
of  the  franchise. 

NEW  BRUNSWICK 

300 — Investment  and  Return. 

Application  of  The  Eastern  Electric  and  Development  Company, 
Asking  for  Authority  to  Increase  Rates.  Decision  of  the  New  Bruns- 
wick Board  of  Commissioners  of  Public  Utilities,  Dismissing  the 
Application.     April  22,  1914. 

The  Board  found  the  testimony  and  the  evidence  submitted  in  the 
case  inadequate  for  a  determination  of  a  proper  basis  for  rate  making 
and  the  application  was  dismissed  without  prejudice  to  the  filing  of 
another  application  if  the  company  is  in  a  position  to  furnish  other 
evidence  as  to  the  actual  cost  or  value  of  the  plant  or  if,  after  further 
operation  under  the  present  schedule,  it  can  be  shown  that  the  rates 
are  plainly  inadequate. 

311.2 — Reproduction  Cost  New. 

In  discussing  the  two  appraisals  submitted  in  this  case,  the  Board  says: 

Both  are  made  up  by  taking  the  present  replacement  cost  and  de- 
ducting certain  percentages  for  depreciation.     We  are  by  no  means 
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satisfied  with  the  replacement  cost  as  a  trustworthy  guide.  It  is 
a  difficult  standard  to  apply,  even  when  there  has  been  no  marked 
difference  in  construction  cost,  between  the  time  or  times  when  the 
plant  was  installed  and  the  time  when  the  estimate  of  replacement 
cost  was  made. 

Before  the  advance  in  cost  of  labor  and  materials  replacement 
cost  was  usually  less  than  the  actual  cost  of  building  up  a  plant, 
principally  because  it  would  be  cheaper  to  install  a  complete  equip- 
ment under  one  contract  than  it  actually  was  to  build  it  up  piece 
meal,  and  then  it  was  common  for  consumers  and  the  public  gener- 
ally to  insist  that  the  replacement  cost  was  the  only  proper  basis 
for  rate  making;  but  in  many  cases  this  would  work  manifest  in- 
justice to  those  public  utility  companies  which  had  expended  their 
money  prudently  and  wisely  and  as  occasion  required  to  meet  all 
reasonable  calls  for  service,  thereby  necessarily  expending  more 
than  if  they  had  put  in  the  whole  equipment  at  once.  We  think  . 
that  if  that  standard  had  been  rigidly  followed,  it  would  have  driven 
public  utility  corporations  to  erect  plants  far  in  advance  of  their 
requirements,  and  to  have  invested  large  amounts  of  capital  in 
plant  which  must  have  lain  idle,  and  would  have  deteriorated  with- 
out being  in  a  position  to  earn  money.  The  public  would  certainly 
have  objected  to  rates  which  would  have  enabled  a  company  to  earn 
a  reasonable  return  upon  such  premature  development,  so  that 
either  way  the  public  utility  company  would  have  been  likely  to 
suffer  an  injustice. 

But  now  conditions  are  changed;  owing  to  the  greatly  increased  con- 
struction cost,  the  replacement  value  instead  of  being  less  is  more 
than  the  amounts  actually  expended  in  establishing  plants  (except, 
of  course,  those  built  up  very  recently),  and  now  the  public  utility 
companies  insist  that  the  present  replacement  cost  with  a  reasonable 
allowance  for  depreciation  should  be  the  basis  upon  which  rates  should 
be  fixed  while  the  consumers  object. 

We  have  thought  it  well  to  state  at  some  length  the  opinion  of  the 
Board  as  to  replacement  cost  as  a  standard.  In  our  view  it  is  not 
only  a  difficult  one  to  apply,  as  was  said  above,  but  owing  to  the 
fluctuations  in  cost  above  referred  to,  it  is  not  only  a  difficult  but 
an  uncertain  standard.  For  these  reasons  we  do  not  look  upon 
either  of  these  appraisals  as  particularly  useful  in  assisting  the 
Board  to  arrive  at  a  just  conclusion  as  to  the  present  value  or  actual 
cost  of  this  plant.  .  .  . 


I 
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REFERENCES 
RATES 

530 — Discounts. 

Premiums  as  Discount.  Editorial,  Journal  of  Electricity,  Power  and 
Gas,  May  23,  1914,  p.  453. 

This  comments  on  a  suggestion  recently  made  in  one  of  the  magazines,  that  prem- 
iums— coupons  redeemable  in  merchandise — be  given  in  place  of  discounts,  as 
a  means  of  boosting  the  demand.  It  is  said  that  this  suggestion  shows  that 
those  advocating  this  procedure  do  not  fully  grasp  the  situation,  and  further 
emphasizes  the  necessity  for  specialization  in  public  utility  publicity.  The 
reasons  underlying  the  use  of  discounts  in  electric  rates  are  given. 

623^Power  Factor. 

Phase  Advancers,  by  L.  F.  Adams.  General  Electric  Review,  5f 
pages,  June,  1914,  p.  583. 

This  article  introduces  the  subject  of  phase  advancers  by  a  statement  of  the 
need  of  the  device  and  a  very  brief  history  of  its  development.  Next  is  described 
the  construction  of  the  phase  advancer,  the  connections  employed  in  its  applica- 
tion and  its  operation  under  different  conditions.  Some  numerical  examples  are 
then  given  to  show  the  benefit  that  is  to  be  derived  from  the  installation  of  one 
of  these  machines,  and  curves  are  included  which  show  the  efTect  that  these 
devices  have  upon  the  characteristics  of  the  induction  motors  to  which  they  are 
connected.  The  remainder  of  the  article  is  devoted  to  a  discussion  of  the  com- 
mercial views  that  have  been  taken  of  these  power-factor  improving  machines. 

740 — Company  Data. 

Trade  and  Industries  of  Province  of  Ulster,  by  Consul  Hunter 
Sharp,  Belfast,  Ireland.  Daily  Consular  and  Trade  Reports,  25  pages, 
June  1,  1914,  p.   1185. 

On  page  1189  of  this  article  information  concerning  the  electric  supply  of  the  city  of 
Belfast,  is  given.  Electric  current  is  supplied  for  lighting  purposes  at  a  fiat  rate 
of  S^d.  (7  cents)  per  unit,  and  for  lighting  private  residences  at  a  flat  rate  of  3d. 
(6  cents)  per  unit.  There  is,  however,  an  alternative  rate  on  the  maximum-demand 
system.  For  heating  and  power  purposes  the  rate  is  graded  on  the  maximum- 
demand  system  from  2 jd.  to  l\(\.  (-i^  to  25  cents)  per  unit,  according  to  the  ciuantity 
used.  The  average  price  per  unit  obtained  in  the  fiscal  year  ended  March  31,  1913, 
was  2.18d.  (5.62  cents)  for  lighting,  1.224d.  (2.448  cents)  for  power,  and  0.589d. 
(1.178  cents)  for  tramway  supply.  The  limit  of  capacity  of  the  present  generating 
station  has  been  reached,  there  being  no  room  for  the  installation  of  more  ma- 
chinery. To  meet  the  increasing  demand,  the  city  covmcil  has  decided  to  erect  a 
new  plant,  and  negotiations  for  a  site  are  now  in  progress.  The  initial  expenditure 
for  this  plant  will  be  about  .S413,700. 

410 — Cost  of  Service. 

Factors  Entering  into  the  Cost  of  a  Kilowatt  Hour,  by  H.  L. 
Wallau.  Read  before  the  Detroit-Ann  Arbor  Section,  A.  I.  E.  E., 
May  8,  1914. 

This  is  an  analysis  of  the  factors  entering  into  the  cost  of  electric  "service""  in 
contra-distinction  to  the  cost  of  mere  "kilowatt-hours."  There  is  a  discussion 
of  investment  expenses,  tangible  and  intangible,  and  of  the  various  causes  for  the 
increase  of  investment   in  the  sale  of  electric   "service"   as  distinguished  from 


156  5         Rate     Research 


"kilowatt-hours,"- — the  need  of  a  plant  capacity  of  such  magnitude  that  the  load 
can  be  safely  carried  with  the  largest  imit  do\\Ti,  etc.  The  effects  of  power  factor 
in  increasing  investment  and  increasing  losses,  are  pointed  out.  The  statement  is 
made  that  the  consumer  must  pay  the  fixed  charges  on  such  of  the  items  as  enter 
into  his  cost  of  service — interest  on  the  money  invested  and  on  the  working  capital, 
depreciation  charges,  and  allowance  for  obsolescence,  et  cetera.  These  charges 
go  on  irrespective  of  whether  he  uses  current  or  not  and  this  fact  accoimts  for  the 
Wright  and  Hopkinson  rate  systems.  Further,  there  are  charges  against  him 
individually  as  soon  as  he  is  connected.  A  specific  investment  is  made  on  his 
premises,  he  is  entered  in  the  consumers'  ledger,  a  record  of  his  installation  is 
made,  his  meter  must  be  read  monthly  and  his  bills  sent  out.  All  this  constitutes 
what  is  kno\vn  as  a  customer's  charge  and  gave  rise  to  the  modification  of  the 
Hopkinson  rate  system  known  as  the  Doherty  system.  Reference  is  also  made 
to  the  expense  involved  in  inspection,  testing,  maintenance  of  equipment,  engineer- 
ing advice,  taxes,  information  departments,  trouble  departments,  etc. 

INVESTMENT  AND  RETURN 

310— Valuation. 

Original  Cost  as  a  Factor  in  Regulation  of  Gas  and  Electric 
Utilities,  by  A.  P.  Watson.  Read  before  the  Oklahoma  Gas,  Elec- 
tric &  Street  Railway  Association,  Oklahoma  City,  Oklahoma,  May 
13-15,  1914.     7|  pages. 

This  is  a  discussion  by  Corporation  Commissioner  Watson,  of  the  Oklahoma 
Commission,  of  Order  No.  774,  requiring  the  gas  and  electric  utilities  of  the  state 
to  make  and  file  with  the  Commission  a  valuation  of  their  properties.  There 
is  an  outline  of  the  circumstances  leading  up  to  passing  of  Chapter  93  of  the  Laws 
of  1913,  whereby  the  Commission  was  given  jurisdiction  over  gas  and  electric 
utilities.  With  regard  to  Order  No.  774,  it  is  said  that  if  like  conclusions  are 
to  be  reached  in  the  case  of  like  services,  furnished  at  like  expense  and  involv- 
ing the  use  of  a  like  investment,  it  is  necessary  that  they  be  reached  bj'  the  appli- 
cation of  like  formulae.  If  equally  fair  conclusions  arc  to  be  reached  where  service 
is  not  identical,  where  expense  is  not  the  same  ami  investment  involves  such 
dissimilarities  that  there  is  little  or  no  basis  for  comparison  of  one  property  with 
another,  it  is  essential  that  such  conclusions  be  arrived  at  by  following  a  uniform 
classification  of  property  and  accounts.  It  is  such  imiform  classification  of  prop- 
erty and  accounts,  with  specific  requirements  to  govern  the  report  of  original 
costs,  that  Order  No.  774  assumes  to  provide  and  prescribe.  It  is  said  that  the 
purpose  in  the  mind  of  the  Commission  in  the  promulgation  of  this  order  was 
not  alone  the  establishing  of  a  basis  for  reduction  of  rates  where  rates  are  too 
high  but  equally  the  protection  of  the  utility  against  unjust  demands  for  reduc- 
tion in  rates.  The  statement  is  made  that  it  is  the  wish  and  the  purpose  of  the 
Corporation  Commission  to  assist  in  the  operation  of  all  utilities  by  removing 
causes  of  friction  and  of  injustice  and  substituting  therefor  a  harmonious  rela- 
tionship between  the  utility  and  the  public  and  an  adjustment  of  differences  on 
a  basis  of  fairness  and  justice. 

PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation. 

Commission  Efficiency  in  Public  Service,  by  James  Blaine  Walker. 
The  Annalist,   |   pa^e,   May   11,    1914,   ]).   590. 

This  notes  the  important  economies  which  liave  been  effected  in  operation  and 
administration  of  utilities  by  the  work  of  the  New  York  Connnission  for  the 
First  District. 
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200 — Public  Service  Regulation. 

List  of  References  on  Federal  Control  of  Commerce  and  Cor- 
porations. Pamphlet,  104  pages.  For  sale  by  the  Superintendent 
of  Documents,  Government  Printing  Office.     Price,  15  cents. 

This  is  devoted  to  various  special  aspects  of  the  subject  of  Federal  control  of 
commerce  and  corporations;  to  the  ways,  for  example,  in  which  Federal  control  is 
to  be  exercised,  by  Federal  incorporation  or  licensing,  by  Federal  taxation,  by  the 
regulation  of  capitalization,  by  the  supervision  of  accounts,  etc.;  and  to  the  means 
by  which  Federal  control  is  to  be  accom.plished  through  the  Interstate  Commerce 
Commission,  the  Commerce  coiu't,  or  other  such  agency.  References  are  also 
given  on  the  application  of  Federal  control  to  railroads,  express  companies,  the 
telegraph  and  telephone,  etc.,  to  interstate  liquor  shipments,  to  bills  of  lading,  and 
to  industrial  combinations  or  trusts;  and  finally,  to  the  more  important  litigation 
which  has  contributed  to  the  development  of  the  subject  of  Federal  control  of 
commerce  and  corporations.  A  full  analytical  index  discloses  the  more  minute 
ramifications  of  the  subject. 

132 — Competition. 

Decision  of  the  Public  Service  Commission  of  the  Commonwealth 
OF  Pennsylvania  Regarding  Competition.     Pamphlet,  12  pages. 

This  pamphlet,  published  by  the  J.  G.  White  Management  Corporation,  contains 
a  reprint  of  the  Schuvlkill  Light,  Heat  and  Power  Company  case  (see  5  R.\te 
Rese.arch  67).  The  introduction  states  that  the  most  important  points  in  the 
decision  are:  First. — The  adoption  of  the  principle  that  if  commimities  permit 
competing  plants  to  be  installed,  it  follows  from  experience  that  such  plants  are 
eventually  merged,  and  then  such  commimities  and  their  citizens  are  in  duty 
bound  to  paj'  such  rates  as  will  give  a  sufficient  and  proper  return  on  the  duplicated 
investments.  Second. — That  companies  giving  adequate  service  at  reasonable 
rates  should  be  protected  against  competition  and  that  the  remedy  for  inadequate 
service  and  excessive  rates  should  be  by  regulation  rather  than  by  competition. 


MUNICIPALITIES 

830 — Public  Ownership. 

Will  Government  Regulation  Succeed?  by  S.  O.  Dunn.  Read  before 
the  Transportation  Club  of  Inclianapohs,  May  5,  1914. 

This  states  that  imregulated  private  management  would  give  better  results 
from  all  points  of  view  than  government  management.  It  is  said  that  initiative 
and  enterprise  constitute  the  great  merit  of  private  management;  and  it  is  the 
lack  of  them  which  constitutes  the  great  defect  of  public  management.  And  this 
one  demerit  of  public  management  is  more  than  an  offset  to  all  the  shortcomings 
and  offenses  of  imregulated  private  management.  It  is  pointed  out  that  the 
public  believes  that  the  only  alternatives  are  either  successful  public  regulation 
or  public  ownership.  Therefore  all  who  believe  in  the  advantages  of  private 
ownership  and  management  should  be  anxious  to  see  a  policy  of  regulation  worked 
out  and  adopted  which  will  succeed.  There  is  an  analysis  of  the  menaces  to 
regulation  by  commission,  and  of  the  powers  which  such  commissions  should 
have.  It  is  said  that  the  enemies  of  just  and  enlightened  regulation — the  rail- 
way financier  who  holds  up  his  fellow  stockholders  and  the  public,  the  big  ship- 
per who  practices  piracy  on  both  the  railway  and  the  little  shipper,  the  railway 
official  who  does  not  know  how  to  get  on  with  the  public,  the  railway  official 
who  grafts,  the  demagogue  who  furthers  his  political  ambitions  by  hurling  imjust 
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invectives  and  cooked-up  statistics  at  the  railways,  the  railway  commissioner 
who  discloses  his  own  character  and  prostitutes  his  office  by  constantly  appear- 
ing as  the  prosecuting  attorney  instead  of  acting  as  a  just  judge,  and  the  numerous 
people  of  socialistic  temperament  and  ideas  who  cannot  conceive  of  any  good 
coming  out  of  a  large  corporation — these  we  will  have  ahvays  with  vis  to  defeat 
many  efforts  to  put  and  keep  regulation  on  a  fair  and  sound  basis. 

840 — Public  Operation. 

Efficiency  Under  Municipal  and  Private  Ownership.  Electrical 
Review,  ^  page,  May  30,  1914,  p.  1089. 

This  comments  on  an  article  by  F.  O.  Alarch,  recently  published  in  the  Financial 
World,  showing  the  greater  efficiency  of  the  management  of  public  utility  proper- 
ties by  private  operators  as  contrasted  with  the  management  of  similar  properties 
by  municipal  administrators,  by  reference  to  data  recently  compiled  by  the  Bureau 
of  the  Census.  It  is  said  that  it  is  significant  that  from  the  data  given  out  by  the 
Government,  no  direct  comparison  between  i:)rivately  owned  and  publicity  owned 
electric  central  stations  is  possible.  But  a  careful  analysis  of  the  statements 
published  by  the  Census  Bureau  brings  out  very  clearly  the  difference  in  cost  of 
operation  between  the  two  classes  of  administration.  From  the  tables  of  sta- 
tistics it  will  be  noted  that  in  1912  the  rate  paid  by  the  public  for  mvmicipally 
produced  electricity  was  4. 31  cents  per  kilowatt-hoiu-  whereas  the  gross  income  of 
privately  owned  plants  in  the  same  year  was  but  2..")4  cents.  In  other  words  the 
cost  to  the  public  was  $1.70  in  1912  to  obtain  the  same  amount  of  electricity  as  was 
furnished  by  private  plants  for  $1.00.  A  comparison  of  the  operating  expenses  is 
just  as  startling.  The  operating  expenses  of  municipal  plants  per  kilowatt-hour 
were  3.14  cents,  while  for  private  plants  it  was  1.98  cents.  Although  the  i)rivilege 
of  having  a  municipal  lighting  plant  costs  the  average  citizen  nearly  70  per  cent 
more  than  he  would  have  paid  if  he  had  purchased  his  electricity  from  a  privately 
owned  plant,  the  municipal  plant  ate  up  in  operating  expenses  nearly  all  of  the  extra 
amount  which  it  exacted  from  him.  Has  the  administration  of  the  municipal 
plants  been  applied  to  the  privately  operated  plant  with  receipts  of  but  2. .54  cents, 
these  plants  would  have  been  operated  in  1912  at  an  actual  loss  which  would  have 
amounted  to  0.6  cent.  The  actual  load  factor  of  the  jirivately  operated  phuit  in 
the  United  States  for  1912  was  2.5.6  per  cent.  The  load-factor  of  the  municipally 
operated  plant  was  but  16.6  per  cent. 

840 — Municipal  Operation. 

Sanitary  District  Electric  Current  Price  to  City,  by  George 
W.  Weber.     Weber's  Weekly,  4  pages.  May  30,  1914. 

This  article  points  out  that  the  rate  charged  in  the  city  of  Chicago  for  electric 
energy  for  street  lighting  is  less  than  it  costs  to  generate,  transmit  and  distribute 
it  and,  that  the  sanitary  district  has  not — and  is  not  likely  soon,  if  ever,  to  have 
enough  waterpower  to  meet  the  city's  reciuirements  for  electric  current  In 
conclusion  it  is  said  that  the  sanitary  district  should  charge  for  its  electrical 
current  at  least  "actiuil  net  cost"  and,  if  it  does  not  do  so  it  can  be  compelled,  in 
the  courts,  to  make  such  charge.  It  is  asserted  that  the  municipal  government  of 
Chicago  should  i)ay  the  value  of  that  which  it  gets.  .\t  ])resent  the  cost  of  the 
sanitary  district's  electrical  current  is  greatly  enhanced  by  the  fact  that  it  is 
unable  to  sell  all  its  current  all  the  time.  That  condition  should  be  remedied,  liy 
.selling  its  current,  en  bloc. 

830— Public  Ownership. 

Hearing  on  Public  Ownership  of  Street  Railways  in  Washin(!- 
TON.  Article  and  Editorials,  Electric  Rdilway  Journal,  13  paf>es.  May 
30,  1914,  p.  1193,  1183,  1184. 

This  gives  a  report  of  the  testimony  given  at  th(>  hearings  of  .May  22.  26  and  27, 
on  the  Crosser  Bill,  i)rovi(ling  for  public  ownership  of  the  electric  railways  in 
the  District  of  Columbia.     The  speakers  were  General  George  H.  Harries,  Clarke 
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M.  Rosecrantz,  William  J.  Clark,  F.  C.  Hendershott  and  Frederick  Nicholas. 
The  editorials  trace  the  history  of  the  bill,  point  out  that  the  question  is  of  national 
importance,  and  that  it  is  not  the  result  of  any  movement  on  the  part  of  the  city 
itself. 

The  pending  measure  is  of  vastly  greater  significance  than  any  similar  measure 
affecting  another  city.  What  is  done  in  Washington  may  be  considered  as  rep- 
resenting the  national  policy.  The  bill  proposes  legislation  radically  different 
from  the  [^resent  settled  polic'es  of  the  country.  It  proposes  public  ownership 
by  vote  of  Congress  in  a  district  where  the  residents  have  no  voice  to  decide 
whether  or  not  the  innovation  shall  be  introduced.  It  proposes  legislation  in  the 
conspicuous  capital  of  the  country  on  a  subject  that  is  primarily  a  function  of 
state  or  municipal  government.  Such  a  step  might  be  of  far  reaching  effect.  For 
some  years  following  the  exhaustive  report  on  municipal  ownership  published  by 
the  National  Civic  P'ederation  in  1907,  little  was  heard  in  this  country  about 
the  municipal  ownership  of  electric  railways.  The  agitation  in  Washington 
does  not  come  from  the  public  but  is  an  exotic  brought  in  by  a  few  congressmen, 
who  have  no  property  interest  at  stake  in  the  District  and  who  wish  to  exploit 
their  ideas  at  the  expense  of  the  ta.xpayers. 

GENERAL 

910 — Promotion  and  Growth  of  Business. 

Electrical  Supply  in  Greater  London,  by  Commercial  Agent  Erwin 
W.  Thompson.  Daily  Consular  and  Trade  Reports,  2|  pages,  May 
26,  1914,  p.  1105. 

This  describes  the  electrical  supi)ly  situation  in  London  at  the  present  time, 
and  discusses  very  fully  the  proposals  made  in  the  Merz-McLellan  report  (see  5 
Rate  Rese.\rch  111,  128). 

980    Public  Relations. 

Duty  of  the  N.  E.  L.  A.  to  the  Public.  Editorial,  Electrical  World, 
May  30,  1914,  p.  1197. 

This  comments  on  the  great  prominence  now  given  to  the  question  of  the  relations 
of  the  public  and  public  utilities.  It  is  said  that  the  solution  of  the  difficulties 
is  to  be  found  in  the  operation  of  the  utilities  by  private  companies  under  strict 
regulation  bj'  public  service  commissions.  What  many  managers  have  over- 
looked is  the  lu'gent  necessity  for  having  the  facts  involved  properly  presented  to 
the  public  rather  than  given  forth  in  distorted  form  by  the  agitators,  politicians 
and  interested  legislators.  In  no  way  could  the  National  Electric  Light  Asso- 
ciation render  better  service  to  the  country  than  by  keeping  the  public  fully 
informed  concerning  the  proper  conduct  of  the  electric  energy  supply  business  under 
suitable  public  service  commission  control.  Constructive  suggestions  to  the 
public  and  the  commissions  should  be  the  order  of  the  day  in  the  central-station 
business  rather  than  counter  attacks  against  ignorant  agitators,  unsafe  politicians 
and  unenlightened  legislators. 

980— Public  Relations. 

Corporation  Baiting  and  Misrepresentation.  Editorial,  Electric 
Railway  Journal,  May  30,  1914,  p.  1184. 

This  points  out  that  if  the  ex-ploitation  only  of  the  misfortunes  and  mistakes  of 
the  electric  railways  was  the  extent  of  the  misrepresentation  to  which  they  are 
subject,  they  coulcl  often  afford  to  be  silent  where  now  it  is  their  duty  to  speak. 
But  in  many  cases  the  misrepresentation  extends  to  the  publication  of  state- 
ments which  are  so  erroneous  as  seriously  to  prejudice  the  case  of  the  comi)anies 
with  the  public.  These  statements  may  sometimes  be  made  intentionally,  but 
it  seems  that  in  most  cases  they  are  due  to  carelessness  or  ignorance  of  the  real 
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condition  on  the  part  of  the  speakers  or  daily  papers,  often  accompanied  by  no 
great  effort  to  learn  the  facts.  One  reason  for  this  is  that  the  habit  of  corpora- 
tion baiting  for  political  advantage,  unfortunateh',  has  become  one  of  the  estab- 
lished customs  of  the  coimtry,  and  the  fact  that  an  electric  railroad  comes  in 
contact  with  an  enormous  number  of  people  imder  circumstances  which  are  likely 
to  create  causes  of  dissatisfaction  makes  the  corporation  an  easy  mark  for  the 
unprincipled  politician  or  newspaper  who  wishes  to  gain  a  cheap  notoriety.  Cor- 
poration baiting  as  a  favorite  sport  of  legislators  and  newspapers  will  go  out  of 
fashion  when,  and  only  when,  they  generally  recognize  that  it  is  not  popular  with 
the  public,  and  it  will  cease  being  popular  with  the  public  when  the  case  for  the 
railroads  is  understood. 

980— Public  Relations. 

Publicity  for  Electric  Railways,  by  W.  T.  Buchanan.     Electric 

Railway  Journal,  Article  and  Editorial,  2|  pages,  May  30,   1914,  p. 

1209  and  p.  1183. 

This  states  that  almost  universally — in  the  cities  where  advertising  campaigns 
have  been  conducted  against  a  proposed  restrictive  measure — the  result  has  been 
a  failure.  There  is  a  discussion  of  different  kinds  of  publicity  service.  The 
statement  is  made  that  the  problem  of  public  relations  is  a  local  one;  and  that  the 
best  method  of  avoiding  trouble  is  to  see  that  every  difficulty  as  it  arises,  is 
immediately  adjusted  before  it  has  a  chance  to  secure  sufficient  momentum  to  be 
dangerous.  It  is  stated  that  in  the  public  utility  field  to  present  direct  arguments, 
simply  opens  up  the  way  for  a  public  discussion  and  a  chance  for  the  politician  to 
come  in  with  his  usual  tirade. 


COURT   DECISION  REFERENCES. 

243.6— Penalties. 

Hall  et  al.  v.  Philadelphia  Co.  Decision  of  the  Supreme  Court 
OF  Appeals  of  West  Virginia.     April  21,  1914.     81  Southeastern  727. 

The  Philadelphia  Company  was  under  contract  with  a  customer  and  his  wife,  by 
the  terms  of  an  oil  and  gas  lease,  to  furnish  them  free  gas  for  domestic  use  from  a 
producing  gas  well  drilled  on  their  land  under  the  lease.  By  a  connection  which 
they  had  made  with  the  well,  the  customers  were  using  the  gas  in  their  dwelling, 
depending  on  it  for  light  and  fuel.  They  were  also  burning  the  gas  at  one  place 
outside  the  dwelling,  to  light  the  way  to  other  buildings.  The  company,  claiming 
that  the  outside  light  was  not  domestic  use,  notified  Hall  and  his  wife  to  extinguish 
it.  Because  they  would  not  do  so,  the  company,  during  zero  weather  in  December, 
cut  the  connection  at  the  well  and  left  them  wholly  without  light  or  heat  in  the 
dwelling  for  the  period  of  thirty-six  hours.  Hall  and  his  wife  brought  suit  against 
the  company,  and  the  jury  returned  a  verdict  in  their  favor  for  five  hundred 
dollars.  At  the  suggestion  of  the  court,  the  plaintiffs  in  the  action  remitted  one- 
half  of  the  amount  and  took  judgment  for  two  himdred  and  fifty  dollars.  The 
defendant  company  by  this  writ  of  error  says  the  judgment  is  unfounded  and  should 
be  reversed.     . 

The  court  holds  that  while  the  plaintiffs  are  entitled  to  recover  such  actual  com- 
pensatory damages  as  they  may  be  able  to  prove  on  a  new  trial,  the  damages 
awarded  at  the  previous  trial  were  excessive;  and  that  the  claim  of  right  by  the 
]>laintiffs  to  burn  the  outside  light  did  not  warrant  the  company's  discontinuing 
the  service,  since  the  company  had  remedy  without  breaching  contract. 
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COMMISSION  DECISIONS 

WISCONSIN 

132— Protection  from  Competition. 

Investigation  of  an  Alleged  Violation  of  Law  by  the  Lisbon  Telephone 
Company.  Decision  of  the  Wisconsin  Railroad  Commission,  Finding 
that  an  Extension  of  Line  was  made  Without  Proper  Authority  and 
that  Duplication  of  Telephone  Service  is  Unnecessary.     March,  1914. 

The  line  in  question  had  been  constructed  prior  to  this  investigation, 
but,  in  the  absence  of  any  indication  of  willful  violation  of  the  law,  the 
Commission  proceeded  first  to  determine  whether  public  convenience 
and  necessity  required  the  building  of  such  a  line  as  though  the  matter 
were  properly  before  the  Commission  in  the  manner  contemplated  by 
the  statute. 

Complaint  was  made  that  the  service,  rendered  by  the  Company  oper- 
ating in  the  territory  to  which  the  illegal  extension  was  made,  is  inad- 
equate.    The  Commission  says: 

In  any  cae,  it  would  seem  that  whatever  defects  there  may  be  in  the 
service  should  be  taken  care  of  in  the  regular  course  provided  by  law 
[by  proper  investigation  upon  formal  complaint  to  the  Commission] 
unless  they  are  so  glaring  or  so  impossible  of  correction  that  the  usual 
measures  for  forcing  adequate  service  will  not  prove  effective.  The 
building  of  a  duplicate  line  in  such  a  way  as  to  cover  territory  already 
fully  co^•ered  by  an  existing  company  is  not  easily  justified,  and  cer- 
tainly the  amount  of  deficiency  in  service  which  has  been  disclosed  by 
the  testimony  in  this  case  is  not  sufficient  to  warrant  the  drastic  remedy 
of  duplication  in  advance  of  any  attempt  to  correct  the  service  in  the 
more  usual  way 

In  conclusion,  the  Commission  says* 

It  appears  to  us  that  this  is  a  case  in  which  if  the  Lisbon  Telephone 
Company  had  filed  its  notice  with  the  Commission  in  the  manner 
required  by  law,  the  Commission  would  have  found  that  public  con- 
venience and  necessity  do  not  require  the  proposed  extension.     The 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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company  would  not  therefore  have  been  legally  entitled  to  proceed 
with  the  extension.  The  company  should  not  of  course  be  entitled 
to  any  greater  privilege  because  it  went  ahead  in  violation  of  law  than  it 
would  have  had  had  it  proceeded  in  conformity  with  the  law.  Chapter 
610  of  the  Laws  of  1913  prescribed  a  specific  procedure  to  be  followed 
in  the  case  of  telephone  extensions,  and  makes  no  provision  for  a  case 
like  the  present,  where  the  extension  is  made  in  violation  of  the  statute. 
It  does  not  appear  therefore  that  we  have  authority  to  make  an  order 
requiring  the  Lisbon  Telephone  Company  to  remove  its  line,  to  discon- 
tinue giving  service  to  Mr.  Namerow,  and  to  refrain  from  installing 
service  in  the  residence  of  Mr.  Stiehl.  The  same  result  will  probably 
be  reached,  however,  by  our  statement  that  public  convenience  and 
necessity  do  not  require  the  extension  and  that  it  exists  in  violation  of 
law.  Therefore,  unless  the  Lisbon  Telephone  Company  discontinues 
service  to  Mr.  Namerow  and  refrains  from  ser\ing  Mr.  Stiehl,  the  way 
will  be  open  for  a  prosecution. 


NEW  YORK  (1st  D.) 

224.2— Contracts, 

Investigation  Concerning  Rate  Schedules  of  Electrical  Cor- 
porations AND  the  Filing  of  Special  Contracts.  Decision  of  the 
New  York  Public  Service  Commission  (1st  D.),  Requiring  Pubhcations 
of  All  Rates  and  Contract  Provisions.     February  16,  1909. 

(This  decision  was  inadvertently  omitted  from  its  chronological  order 
and  has  just  been  published  in  pamphlet  form.) 

The  former  order,  reported  in  1  P.  S.  C.  R.  (1st  Dist.  N.  Y.)  377,  pro- 
vided for  the  publicity  of  all  rates,  contracts,  rules  and  regulations  of 
electrical  corporations.  A  rehearing  of  the  matter  was  held  upon 
objection  offered  by  the  New  York  Edison  Company,  the  United 
Electric  Light  &  Power  Company  and  the  Edison  Electric  Illuminating 
Company  of  Brooklyn. 

The  principal  objection  that  was  made  to  this  order  in  the  informal 
conferences  which  preceded  the  application  for  the  rehearing  was 
that  it  would  not  allow  the  companies  leeway  upon  "minor  service 
matters."  The  companies  stated  that  a  consumer  now  and  then 
insists  that  there  shall  be  inserted  in  his  contract  an  agreement  upon 
the  part  of  the  company  to  read  his  meter  weekly  or  upon  the  first 
of  every  month,  to  render  duplicate  bills,  to  supply  the  most  efficient 
type  of  lamps,  to  provide  service  connections  at  specific  points,  to 
locate  the  meter  in  a  selected  place,  or  to  perform  some  other  similar 
service.  To  the  suggestion  that  these  matters  be  omitted  entirely 
from  contracts,  the  three  companies  replied  that  they  would  gladly 
do  so  but  that  the  consumer  would  not  accept  a  verbal  promise  l>ut 
insisted  that  it  be  put  in  writing  and  made  a  part  of  the  contract. 
It  was  also  suggested  that  the  corporations  standardize  these  clauses, 
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make  them  public  and  insert  them  in  all  contracts.  To  this  the 
companies  replied  that  if  every  consumer  were  to  demand  any  one 
of  these  provisions,  it  would  be  impossible  to  grant  their  requests,  it 
being  impracticable  for  any  corporation  to  attempt  to  read  the 
meters  of  all  consumers  upon  the  first  of  each  month,  for  example. 
They  also  stated  that  e\en  if  all  consumers  did  not  demand  a  certain 
provision,  so  many  would  insist  upon  having  it  if  it  were  thrown  open 
to  all,  that  it  would  be  impossible  to  comply,  as  many  would  insist 
who  really  would  not  find  it  of  any  special  value. 

On  the  other  hand,  the  C'onnnission  points  out  tliat  if  the  company  is 
allowed,  at  its  own  discretion,  to  insert  in  any  contract  a  clause  relating 
to  "minor  service  conditions,"  the  way  will  again  be  open  to  granting 
special  privileges  of  which  the  Commission  will  have  no  record. 

In  an  effort  to  allow  more  discretion  without  throwing  the  door 
wide  open,  it  was  suggested  that  some  such  clauses  as  the  following 
ought  to  be  acceptable  to  the  companies  and  would  doul^tless  safe- 
guard every  right  of  the  public.  As  amended.  Paragraph  (f)  of 
Section  4     .     .     .     would  read : 

(f)  An  exact  copy  of  every  form  of  contract  and  schedule  of  rates, 
each  to  be  followed  by  an  exact  copy  of  every  form  of  rider  applicable 
thereto;  but  any  corporation  may  insert  at  its  discretion  in  any  contract 
a  standard  clause  relating  to  any  minor  service  condition,  provided  such 
standard  clause  shall  first  have  been  submitted  by  the  said  corporation 
to  and  approved  by  the  Commission.     .     .     • 

The  only  objection  urged  to  such  a  plan  is  that  it  would  interfere 
with  the  freedom  of  the  corporation,  and  that  even  a  brief  delay 
might  result  in  the  loss  of  a  large  contract.  As  to  the  former,  e^•ery 
corporation  which  performs  a  public  service  must,  because  of  the 
nature  of  its  business,  submit  to  certain  regulations  which  are  not 
applicable  to  private  corporations.  Publicity  of  all  rates,  charges 
and  service  conditions  is  one  of  these,  and  equality  of  treatment  is 
another. 

But  it  should  be  clearly  understood  that  the  order  in  no  way  limits 
the  right  to  make  contracts,  provided  every  person  in  a  class  is  given 
the  same  rate  and  offered  the  same  ser^•ice,  and  provided  the  exact 
form  of  contract  shall  have  been  published  so  that  every  consumer 
may  know  what  rates  and  service  he  may  have  as  well  as  some 
favored  consumer.  The  statement,  therefore,  that  the  publicity 
order  makes  it  "impossible  for  the  company  to  obtain  certain  im- 
portant classes  of  business"  and  precludes  the  "company  from 
making  any  change  in  any  form  of  contract"  is  inaccurate.  The  order 
does  not  prescribe  directly  or  indirectly  what  a  contract  shall  contain. 
Any  company  may  make  a  rate  as  low  as  it  pleases,  give  all  the  privi- 
leges it  desires  to  give,  and  amend,  extend  and  change  in  any  way 
the  forms  of  contract  ad  libitum.  But  it  must  treat  every  individual 
in  a  class  alike  and  it  must  publish  its  forms  of  contract  so  that 
all  may  see  them. 
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COURT  DECISIONS 

LONDON,  ENGLAND 

600 — Rate  Differentials. 

Attorney-General  (ex  rel.  Long  Eaton  Gas  Co.)  v.  Long  Eaton 
Urban  District  Council.  Suit  to  Restrain  the  Long  Eaton  Urban 
District  Council  from  Making  a  Lower  Charge  to  Customers  Taking 
Their  Power  and  Light  Exclusively  from  the  Council,  Than  to  Cus- 
tomers Taking  Power  Only  or  Power  and  Partial  Lighting.  May  12, 
1914.     The  Electrician  (London),  May  15,  1914,  p.  236. 

Mr.  Justice  Sargant  dehvered  his  reserved  judgment  in  this  action 
on  Tuesday.  He  said  plaintiff  sought  to  restrain  an  alleged  breach 
by  the  Council  of  the  provisions  of  Sees.  19  and  20  of  the  Electric 
Lighting  Act,  1882.  The  Council  were  the  undertakers  under  the 
Long  Eaton  Electric  Lighting  Order,  1900,  and  in  that  capacity  had 
the  powers  and  were  subject  to  the  obligations  within  their  area 
which  were  given  and  imposed  by  that  Order  and  the  Electric 
Lighting  Acts  of  1882  and  1888.     .     .     . 

In  the  area  of  supply  of  the  Council  the  staple  industry  was  the 
production  of  machine  made  or  Nottingham  lace,  and  the  electrical 
energy  supplied  by  the  Council  was  used  not  only  for  public  and 
private  lighting,  but  also  for  supplying  the  power  to  drive  various 
machines  employed  in  that  industry.  Indeed,  it  Avas  for  the  latter 
purpose  that  the  main  part  of  the  energy  sold  was  employed.  In 
the  year  1913,  while  the  total  number  of  units  sold  to  private  con- 
sumers by  meter  was  1,363,181,  and  the  total  number  sold  to  those 
consumers  and  for  public  lighting  was  1,499,345,  there  were  sold 
for  power  alone  to  the  15  consumers  of  energy  in  the  district  who 
took  over  6,000  units  per  quarter  each,  an  aggregate  of  966,036  units, 
which  was  over  70  per  cent  of  the  former  figure  and  between  64  and  65 
per  cent  of  the  latter  figure.  The  electrical  undertaking  of  the 
Council  was  a  comparatively  small  one.  The  capacity  of  the  station 
was  950  kw.  and  the  maximum  demand  actuall>-  made  at  any  one 
time  during  1913  was  658  kw.,  and  of  that  maxinmm  demand  about 
308  kw.  appeared  to  have  been  made  for  power,  leaving  about  350 
kw.  as  the  maximum  demand  for  light.  The  load  factor  was  26.01 
per  cent.,  which  was  admittedly  an  exceptionally  favourable  figure, 
and  was  no  doubt  due  not  only  to  the  large  pro|)ortion  of  the  electric 
supply  taken  for  power  (the  demand  for  which  was  usually  longer 
and  more  even  throughout  the  year  than  tliat  for  light),  but  to  the 
exceptionally  long  hours  for  which  the  mills  in  the  district  were 
worked.  Some  works  use  electrical  energ}'  for  both  lighting  and 
power,  others  use  gas  for  both  purposes;  some  use  electricity  for  power 
and  gas  for  lighting,  and  others  use  gas  for  power  and  electricity  for 
lighting. 
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720 — Rate  Schedules. 

The  undertaking  had  been  a  successful  one,  and  it  had  been  }3ossible 
not  only  to  earn  profits  ))ut  to  lower  the  rates  charged  for  energy. 
For  lighting  houses,  shops  and  other  premises  (except  factories) 
there  was  a  flat  rate  of  3^d.  [7  cents]  per  unit,  less  ten  per  cent;  for 
lighting  factories,  3d.  [6  cents]  per  unit  for  the  first  2,000  units  per 
quarter,  afterwards  2d.  [4  cents]  per  unit,  less  in  each  case  certain 
discounts  increasing  with  the  amount  of  the  account;  and  for  power 
or  heating,  for  a  consumption  not  exceeding  250  units  per  quarter, 
2d.  [4  cents]  per  unit,  and  for  larger  consumptions  per  quarter  a 
gradually  decreasing  charge  per  unit,  until  for  a  consumption  between 
4,000  and  6,000  units  per  quarter  the  rate  was  Id.  [2  cents]  per  unit, 
and  for  a  consumption  exceeding  6,000  units  per  quarter  fd.  [1^ 
cents]  per  unit.  He  need  hardly  add  that  the  difference  in  the  rates  of 
charge  for  lighting  and  power  respectively  involved  that  if  a  consumer 
desired  a  supply  for  power  as  well  as  a  supply  for  light,  he  must  have 
a  separate  circuit  for  the  supply  for  each  purpose.  The  present  pro- 
ceedings arose  out  of  a  circular  (issued  by  the  Council  on  Sept.  25, 
1911)  stating  that  "the  present  scale  of  charges  remain  in  force 
where  power  and  lighting  are  both  taken  exclusively  from  the  Coun- 
cil's electricity  mains,  but  in  cases  where  electricity  supply  is  taken 
for  power  only  or  for  power  and  partial  lighting  the  lowest  scale  of 
charges,  where  the  number  of  units  consumed  during  any  quarter 
exceeds  4,000,  shall  be  Id.  [2  cents]  per  unit,  and  otherwise  accord- 
ing to  existing  scale. 

600— Rate  Differentials. 

It  was  alleged  that  the  differentiation  expressed  in  the  circular  be- 
tween those  large  consumers  of  power  who  took  power  and  lighting 
exclusively  from  the  Council's  mains  and  those  large  consumers  who 
took  current  for  power  only  or  for  power  and  only  partial  lighting 
was  a  breach  of  Sees.  19  and  20  of  the  Electric  Lighting  Act,  1882. 
The  matter  had  been  argued  before  him  entirely  on  the  differentia- 
tion between  the  consumer  A,  who  took  power  exclusively  and  light 
exclusively  from  defendants  and  a  consumer  B,  who  took  power 
exclusively  from  defendants,  and  took  either  no  light  or  only  some  of 
his  light  from  defendants.    .    .    . 

Having  quoted  the  terms  of  Sees.  19  and  20  of  the  1882  Act  he  said 
it  was  alleged  by  plaintiff  that  both  sections  had  been  infringed. 
Sec.  19  because  the  supply  of  electricity  to  B  for  power  was  a  supply 
corresponding  with  the  supply  to  A  for  power  and  was  applied  for 
and  given  under  similar  circumstances.     Sec.  20  because  the  lower 

charge  to  A  was  undue  preference Under  each  section 

he  thought  that  the  whole  circumstances  might  i)e  considered  from 
the  broadest  possible  point  of  view,  and  that  the  question  was  whether 
the  circumstances  affecting  consumer  A  or  consumer  B  in  relation  to 
their  supply  of  power  were  substantially  dissimilar  or  sufficiently  dis- 
similar to  broadly  justify  the  differentiation  proposed  by  the  circular. 
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It  would  seem  that  A  must  not  be  charged  less  than  B,  merely  to 
overcome  a  greater  reluctance  on  the  part  of  A,  to  become  a  customer, 
or  to  hiduce  A  to  become  a  customer  m  respect  of  another  supply, 
although  either  of  these  reasons  might  be  a  good  commercial  reason 
for  charging  less  to  A  were  the  public  undertakers  merely  carrying 
on  any  ordinary  commercial  business.  On  the  other  hand,  any  cir- 
cumstances which  rendered  it  less  costly,  or  otherwise  more  profitable 
to  supply  A  than  B  constituted  a  legitimate  reason  for  making  a  lower 
charge  to  A  for  the  same  supply.  And  if  the  Court  came  to  the 
conclusion  that  some  such  circumstances  existed,  then  proof  would 
not  be  required  that  the  diminution  in  the  charge  was  precisely 
equivalent  to  the  diminution  in  the  cost  of  the  supply.  I'o  apply 
these  principles  to  the  present  case. if  as  alleged  by  the  relators  the 
object  and  result  of  the  circular  were  to  coax  or  induce  those  who 
took  power  only  or  power  and  partial  lighting  to  take  the  whole  of 
their  lighting  from  the  Council,  and  the  extra  custom  thus  obtained 
would  not  per  se  make  the  rendering  of  the  existing  service  more 
costly  or  more  profitable  to  the  Council,  then  the  policy  of  the  circular 
would  be  wrong,  and  the  differentiation  between  A  and  B  would  be 
illegal.  But  if  on  the  other  hand  the  combination  of  lighting  or  ex- 
clusive lighting  would  make  the  supply  of  power  or  of  power  and 
partial  lighting  to  the  customer  in  question  less  costly  or  more  profit- 
able, then  there  would  be  a  justification  for  reducing  the  charge  to  A 
as  compared  with  B  or  for  increasing  the  charge  to  B  compared 
with  the  charge  to  A.  He  understood  the  contest  really  resolved 
itself  into  one  of  fact,  namely,  whether  as  between  customer  A,  who 
took  power  and  light  exclusively  from  the  Council  and  customer  B 
who  took  power  exclusively  but  either  no  light  or  only  part  of  his  light, 
the  taking  by  A  of  an  exclusive  supply  of  light  rendered  it  cheaper 
or  more  profitable  to  the  Council  to  give  a  supply  of  power  to  B. 
The  onus  of  establishing  that  would  appear  to  rest  on  the  Council. 
Speaking  generally  the  technical  and  other  evidence  by  which  they 
sought  to  prove  their  case  seemed  to  him  extremely  thin.  On  the 
other  hand,  no  technical  evidence  was  called  by  plaintiff.  The  only 
evidence  in  justification  of  the  preference  to  customer  A  that  had  to 
be  seriously  considered  was  that  of  Mr.  Snell,  and  a  good  deal  of 
that  evidence  might  be  dealt  with  very  briefly, 

621.1— Load  Factor. 

The  only  part  of  Mr.  Snell's  evidence  which  struck  him  as  really 
relevant  or  important  was  that  in  which  he  attempted  to  show  that 
under  the  special  conditions  of  Long  Eaton  the  supply  of  energy  for 
lighting  factories  was  in  a  sense  supplementary  to  the  supply  of 
energy  for  power  and  improved  the  load  factor  by  providing  a  demand 
at  a  time  when  defendants'  machinery  would  otherwise  be  idle.  Mr. 
Snell  had  to  acknowledge  that  as  the  load  factor  for  light  was  nmch 
worse  than  that  for  power  a  customer  for  l)oth  power  and  light  had 
in  a  general  a  worse  load  factor  than  a  customer  for  power  only. 
For  inasmuch  as  he  took  his  maxinunn  load  for  power  his  total  load 


Rate     Research  169 


factor  was  a  mean  between  the  worse  load  factor  for  light  and  the 
better  load  factor  for  power,  though  the  lower  load  factor  for  light 
might,  and  should  if  the  relative  prices  for  light  and  power  were 
fair,  be  compensated  for  by  the  higher  price  per  united  charged  for 
light.     But  he  said  that  inasmuch  as  at  Long  Eaton  some  20  per  cent 
of  the  power  load  (that  attributable  to  the  winding  machinery)  was 
not  working  before  7  a.  m.  or  after  7  p.  m.,  the  factory  owner  who  took 
light  as  well  as  power  gave  during  the  summer  months  of  the  year 
an  opportunity  to  that  portion  of  the  machinery  at  the  central  sta- 
tion which  might  be  regarded  as  installed  against  the  winding  ma- 
chine load  of  being  used  for  the  production  of  light  during  the  whole 
or  some  of  the  hours  between  7p.m.  and  midnight,  and  the  whole  or 
some  of  the  bourse  between  4  a.  m.  and  daylight,  or  in  times  of  great 
activity  between  midnight  and  daylight.     And  the  result  (said  Mr. 
Snell)  was  that  the  load  factor  of  such  a  consumer  (consumer  A)  was 
improved  and  that  he  was  in  truth  a  better  customer — a  customer 
who  could  be  supplied  more  cheaply — than  customer  B.     That  would 
no  doubt  be  cjuite  true  if  no  more  machinery  had  to  be  installed  to 
supply  customer  A  than  customer  B,  or  if,  what  was  much  the  same 
thing,  load  factor  could  properly  be  calculated  with  reference  to  the 
maximum  demand  or  load  during  the  summer  months  of  the  year, 
and  not  with  reference  to  the  maximum  load  throughout  the  whole 
of  the  year.     But  in  the  fact  the  contrary  was  the  case.     The  demand 
for  electric  lighting  was,  of  course,  a  demand  that  varied  seasonally, 
and  the  demand  or  load  that  really  mattered,  and  against  wdiich 
power  had  to  be  installed,  was  that  during  the  winter  or  dark  months. 
Further,  there  was  nothing  whatever  to  prevent  the  period  of  the 
maximum  or  peak  load  for  power,  and  indeed,  so  far  as  the  factories 
alone  were  concerned,  there  was  a  good  deal  to  make  the  two  syn- 
chronise.    And  accordingly  it  was  quite  clear  that  the  typical  con- 
sumer A  when  compared  with  the  typical  consumer  B  must  be  con- 
sidered as  necessitating  the  installation  in  the  central  station— not 
merely  of  machinery  sufficient  to  satisfy  his  demand  for  power,  but 
also  of  extra  machinery  to  satisfy  his  demand  for  light.     If  that  be 
so  it  was  difficult  to  see  on  what  principle  the  machinery  used  to 
supply  power  to  the  winding  machinery  run  by  female  labour  could 
be  considered  as  being  profitably  employed  in  supplying  light  to 
those  parts  of  the  factory  which  were  run  by  male  labour.     For,  ex 
hypothesi,  other  machinery  had  already  to  be  installed  for  supplying 
light  not  merely  to  the  principal  part  of  the  factory  where  the  male 
labour  went  on  working,  but  also  to  that  portion  of  the  factory  where 
the  female  labour  was  employed,  and  where  the  supply  of  light  was 
not  required  for  any  longer  hours  than  the  supply  of  power.     In  the 
absence  of  anything  like  definite  information  on  that  point  from  the 
Council  he  could  not  look  on  that  supposed  advantage  with  regard  to 
overhaul  as  any  real  justification  for  the  differentiation  between 
consumer  A  and  consumer  B.     It  seemed  to  him  that  large  user  be- 
ing already  allowed  for  in  the  condition  that  6,000  units  were  to  be 
consumed  per  quarter,  and  there  being  no  constat  that  customer  A 
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did  in  fact  consume  more  altogether  than  consumer  B,  whose  bill  for 
power  alone  might  largely  exceed  that  for  the  power  and  light  con- 
sumed by  A,  no  real  reason  had  been  shown  for  regarding  A  as  a  more 
profitable  customer  than  B.  A's  load  factor,  calculating  it  in  the 
ordinary  and  proper  way  over  the  year  and  not  over  a  portion  of  it, 
was  worse  than  B's  and  worse  substantially  in  proportion  to  the 
amount  of  light  he  took. 

622— Diversity  Factor. 

And  the  taking  of  two  supplies  by  A  did  not  involve  any  diversity 
factor  in  A's  demand,  if  he  rightly  apprehended  the  sense  in  which 
Mr.  Snell  used  that  term.  For  A's  peak  time  for  power  and  peak 
time  for  light  might  be,  and  often  were,  concurrent,  the  whole  fac- 
tory, of  course,  requiring  to  be  lighted,  for  instance,  at  6  p.  m.  during 
the  winter  months  when  the  demand  for  power  was  in  full  force. 
Though  he  had  defined  B  as  a  customer  who  either  took  for  power 
only  or  took  for  power  and  partial  lighting,  he  had  hitherto  consid- 
ered him  in  the  light  of  the  first  alternative,  namely,  as  taking  for 
power  only.  But  if  he  was  now  considered  as  taking  for  power  and 
for  partial  lighting  any  differentiation  between  him  and  A  was  even 
less,  and  the  preference  shown  to  A  was  even  less  defensible.  He 
might  well  be  taking  more  for  power  than  A  and  more  for  light  than 
A  and  might  be  taking  them  in  the  same  relative  proportions  as  A. 
And  yet  if  he  took  any  light  at  all  from  any  other  he  was  to  be  denied 
the  allowance  of  25  per  cent  made  to  A.  That  was  not  in  his  judg- 
ment a  mere  isolated  or  exceptional  case  of  hardship  such  as  might 
be  found  under  any  scale  increasing  by  definite  steps,  but  an  example 
of  a  class  of  cases  likely  to  occur,  and  specially  aimed  at  by  the  cir- 
cular. It  seemed  to  him  impossible  to  justify  such  a  differentiation 
as  that.    .    .    . 

In  the  result  he  came  to  the  conclusion  that  there  was  a  breach 
both  of  Sec.  19  and  of  Sec.  20;  of  Sec.  19  because  B  was  asking  for  a 
supply  of  power  corresponding  with  that  demanded  by  A  and  under 
similar  circumstances;  of  Sec.  20  because  an  undue  preference  was 
by  the  circular  to  be  given  to  A  as  compared  with  B. 
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The  papers  and  reports  read  before  this  convention  constitute  a  val- 
uable addition  to  central  station  literature.  Stimulating  papers  were 
read  and  reports  gi\ing  the  results  of  exhaustive  research  along  many 
important  lines  were  presented. 
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The  following  are  noted  as  being  of  especial  interest  to  readers  of  Rate 
Research  : 

450 — Value  of  Service  Theory. 

Report  of  the  Rate  Research  Committee.     32  pages. 

The  report  of  this  committee  contains  a  complete  study  of  the  vahie  of  the  service 
theory.  The  committee  holds  that  of  the  principles  actually  used  by  companies 
in  the  formulation  of  their  rate  schedules,  two  are  fundamental:  First:  That 
the  rates  of  the  company  should,  as  a  whole,  produce  an  income  sufficient  to  give 
a  fair  return  on  the  investment  and  attract  capital  freely  to  the  enterprise.  The 
gross  earnings  from  the  sale  of  the  product  must,  therefore,  be  sufficient  to  cover 
all  the  necessary  expenses  of  operation,  including  taxes,  bad  debts,  etc.,  a  reserve 
for  renewals  and  contingencies,  interest  at  current  rates,  and  a  reasonable  profit 
in  addition.  Second:  The  committee  believes  that  when  the  rates  as  a  whole 
are  giving  a  fair  return  on  the  investment  as  above  provided  for,  then  the  rates 
to  separate  individuals  and  classes  which  go  to  make  up  the  rates  as  a  whole, 
should  be  so  adjusted  as  to  make  the  total  cost  as  low  as  possible,  and  the  service 
rendered  as  great  as  possible,  by  means  of  the  most  effective  utilization  of  the 
plant.  The  committee  has  further  come  to  the  conclusion  that  these  results  can 
best  be  obtained  by  adjusting  the  various  rates  to  the  value  of  the  service  ren- 
dered, giving  proper  consideration  also  to  the  relative  costs  of  service,  and  de- 
fining value  of  the  service  rendered  as  the  amount  which  the  user  wouUl  have  to 
pay  for  the  same  or  equivalent  service  under  absolutely  fair  but  not  destructive 
competition;  in  other  words  the  amount  at  which  the  user  could  serve  himself 
or  provide  an  eciuivalent  or  substitute  means  of  service  under  free  but  not  destruct- 
ive competition. 

A  special  report  on  the  value  of  the  service  theorj',  giving  an  exhaustive  analysis 
of  the  subject,  is  appended. 

711 — Form  of  Schedules. 

Report  of  the  Rate  Research  Committee:  Form  and  Construc- 
tion OF  Electric  R.\te  Schedules.     8  pages. 

The  Rate  Research  Committee,  in  completion  of  its  work  of  the  last  two  years 
upon  the  method  and  form  for  the  filing  of  electric  rate  schedules,  has  also  pre- 
pared a  general  set  of  rules  for  such  schedules.  These  rules  have  been  published 
in  a  separate  pamphlet,  so  that  they  can  be  used  to  better  advantage.  The 
general  adoption  of  this  "Form  and  Construction  of  Electric  Rate  Schedules" 
is  urged. 

621.1    Load  Factor. 

Report  of  Committee  on  High  Load  Factor  and  Non-Peak  Busi- 
ness.    94  pages. 

This  compiles  data  for  those  classes  of  business  having  high  load  factor  and  also 
those  classes  in  which  the  maximum  demand  is  not  coincident  with  that  of  the 
central  station.  In  dealing  with  each  class  of  business  the  report  purports  to 
(1)  Give  a  general  description  of  the  industry  covered,  pointing  out  how  electric 
power  is  best  applied;  (2)  Furnish  operating  data  and  curves  showing  daily  load 
and  variation  in  consumption  during  different  months  of  the  year;  (3)  Bring  out 
peculiar  features  of  the  business  which  recjuire  special  treatment  in  order  to  get 
best  results;  (4)  Make  note  of  any  special  features  in  regard  to  the  business  in 
question  which  would  be  of  assistance  to  the  power  salesman.  Attention  is  di- 
rected to  the  necessity  of  adopting  rate  schedules  and  policies  which  will  enable 
member  companies  to  secure  large  volvuncs  of  business,  the  character  of  which 
requires  the  use  of  electricity  at  times  when  the  central  station  can  most  cheaply 
furnish  it.  Attention  is  called  to  the  fact  that  this  class  of  business  may  be  in- 
chided  under  two  general  headings:     (1)  Those  which  have  at  the  pre.sent  time 
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been  most  highly  developed  among  which  the  most  promising  may  be  included, 
such  as  electric  vehicle  charging,  the  manufacture  of  ice,  etc.;  and  (2)  Those  classes 
which  give  great  promise  for  the  future,  but  which  are  at  the  present  time  more 
or  less  in  process  of  development,  such  as  the  electric  furnace,  electro-chemical 
processes,  etc. 

222.3— Method  of  Keeping  Accounts. 

Suspense  Accounts,  by  Frederick  Schmitt.     14  pages. 

This  gives  a  list  of  suspense  accomits  now  generally  used,  first,  those  accounts 
which  are  of  a  doubtful  nature,  then,  those  commonly  known  as  Clearance  or 
Apportionment  accounts.  It  is  asserted  that  the  first  group  of  accounts  is  rightly 
classified  as  Suspense,  for  in  each  account  exists  an  element  of  doubt  or  uncer- 
tainty. It  is,  however,  in  connection  with  the  second  group  of  accounts  that  the 
use  of  the  term  Suspense  is  questionable,  for  there  is  nothing  doubtful  in  their 
nature,  each  representing  costs  of  a  definite  character,  and  it  would  seem  that 
the  term  Clearance  or  Apportionment  would  serve  as  a  better  description  of  the 
purpose  for  which  they  are  created.  There  follows  a  description  of  each  of  the  ac- 
counts in  each  group. 

222.3^Method  of  Keeping  Accounts. 

Costs, AND  Statistics,  by  Thomas  J.  Walsh.     17  pages. 

This  describes  the  methods  used  by  the  Budget  and  Expense  Committee  of  the 
Commonwealth  Edison  Company  in  its  study  of  investment  budget  work  and 
operating  expenses.  This  company  has  adopted  the  standard  classification  rec- 
ommended by  the  Association  and  has  sub-divided  the  accounts  to  fit  its  require- 
ments, that  is,  to  enable  a  comprehensive  analysis  of  the  various  expenses.  The 
different  accounts  are  computed  on  some  appropriate  unit  basis  and  the  data 
and  statistics  are  plotted  and  typewritten  on  sheets  designed  for  this  purpose 
and  illustrated  in  the  paper,  and  show  how  a  direct  comparison  of  the  money 
spent  by  the  departments  each  month  is  made  with  the  previous  month  and  the 
corresponding  month  of  a  year  ago,  also  the  cost  per  unit,  shown  graphically. 
The  paper  also  describes  the  method  by  which  each  department  head  receives 
the  information  necessary  to  make  a  scientific  study  of  the  expenses  for  which 
he  is  held  responsible. 

222— Accounts. 

Report  of  Sub-Committee  on  Tentative  Classification  of  Con- 
struction AND  Operating  Accounts:  List  of  Standardized  Ac- 
counts AND  Definitions  Thereof.     70  pages. 

As  the  title  indicates,  this  report  consists  of  a  list  of  standardized  accounts,  sup- 
plemented by  definitions,  covering  62  pages,  which  explain  concisely  what  is  to 
be  classified  under  each  account. 

222 — Accounts. 

Application  of  Sorting  and  Tabulating  Machines  to  the  Inventory 
of  Transmission  and  Distribution  Systems,  by  G.  L.  Knight  and 
C.  V.  Woolsey.     18  pages. 

This  paper  describes  the  use  of  sorting  and  tabulating  machines  in  obtaining 
statistical  data  for  reports  on  the  physical  property  of  transmission  and  distri- 
bution systems.  The  paper  is  intended  to  act  as  a  handbook  for  systematizing 
the  methods  of  taking  the  inventory  either  originally  or  during  any  given  period, 
and  for  the  design  of  forms  and  codes  necessary  in  the  use  of  the  machines.  Ex- 
amples are  given  of  the  forms  used  in  taking  the  data  from  record  books  or  from 
the  street,  the  code  for  getting  this  data  on  to  tlie  tabulating  cards  and  the  forms 
for  summarizing  the  information  obtained  after  it  has  passed  through  the  sort- 
ing and  tabulating  machines. 
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980 — Public  Relations. 

Report  of  the  Public  Policy  Committee.     36  pages. 

The  committee  reiterates  its  belief  in  the  recommendations  made  in  its  previous 
reports.  The  section  on  public  service  commissions  discusses  the  gratifying  atti- 
tude of  the  commissions  toward  competition.  It  is  pointed  out  that  monopoly  in 
public  service  can  only  be  justified  on  the  groimd  that  some  advantages  accrue 
therefrom  to  the  public.  Such  a  relation  cannot  be  permanently  or  satisfactorily 
maintained  unless  it  can  be  showTi  that  a  fair  part  of  the  benefit  resulting  from  such 
monopoly  goes  to  the  people  at  large,  who,  in  the  last  analysis,  are  the  final  ar- 
biters of  the  cjuestion.  In  the  discussion  of  the  importance  of  fair  rates  and  good 
service  it  is  pointed  out  that  reasonable,  simple  public  rate  schedules,  an  efficient, 
well-trained  organization,  covermg  every  feature  of  a  company's  activities,  and  a 
service  of  the  highest  standards,  made  available  through  the  latest  and  most  im- 
proved tj^pe  of  incandescent  lamps  and  other  apparatus,  are  service  features  to 
which  every  community  is  justly  entitled.  If  the  companies  fail  in  giving  these, 
they  are  failing  to  perform  their  obligations  to  the  public,  and  to  their  stockhold- 
ers. In  discussing  the  importance  of  generating  and  distributing  electric  current 
on  a  large  scale  to  widely  diversified  classes  and  conditions  of  services,  it  is  pointed 
out  that  however  great  the  aggregate  of  the  service  of  any  one  of  these  classes, 
mere  magnitude  of  operation  cannot  possibly  obtain  the  economies  which  would 
result  from  their  combination  at  a  single  point  of  generation  where  their  natural 
diversity  factors  can  be  utilized  to  the  improvement  of  operating  economies  and 
the  better  utilization  of  invested  capital.  Other  points  discussed  are  industrial 
education,  safety  and  sanitation,  hydro-electric  development,  public  owTiership 
and  operation,  meter  i-ules,  industrial  insurance  and  employees'  savings  and  in- 
vestment methods.  The  appendices  to  the  report  include  a  review  of  some  im- 
portant decisions  of  the  year,  the  report  of  the  committee  on  water  power  of  the 
fifth  national  conservation  congress,  and  the  article  on  three  cent  light  in  Cleve- 
land, referred  to  in  5  Rate  Research  63. 

910— Promotion  and  Growth  of  the  Business. 

Report  of  Committee  on  Electrical  Salesman's  Handbook,  5  pages. 
The  Electrical  Salesman's  Handbook. 

The  report  submits  the  1914  Handbook,  and  urges  the  desirability  of  the  con- 
forming to  the  plan  and  methods  suggested  by  the  committee  for  the  collection 
and  use  of  information  and  data  by  electrical  salesmen. 

The  handbook  includes  1st,  A  general  section  relating  to  The  Salesman  and  His 
Work.  2nd,  Sections  Upon  Illumination,  Electric  Power,  Electric  Heating  and 
Electric  Vehicles;  each  with  data  sheets  giving  detailed  information  on  actual 
installations.  The  handbook  is  issued  in  loose-leaf  form,  and  with  the  first  in- 
stallments of  Handbook  sheets,  the  following  equipment  is  included:  (a)  A  desk 
filing  case  for  keeping  all  sheets  of  the  Handbook  not  actually  in  use.  (b)  A 
pocket  binder  in  which  the  salesman  may  carry  such  sheets  of  the  Handbook 
as  suit  his  particular  branch  of  the  business,  or  may  be  of  value  in  the  cases  upon 
which  he  is  working.  In  order  to  make  the  new  Handbook  as  flexible  and  useful 
as  possible,  it  is  issued  not  as  a  completed  book,  but  as  the  original  installments 
of  a  publication  to  be  added  to  from  time  to  time  as  new  information  is  obtained. 
This  Handbook,  together  with  desk  file  and  leather  binder,  is  furnished  without 
charge  to  each  member  of  the  Commercial  Section,  and  extra  copies  are  not  for 
sale  excepting  to  members  of  the  Association,  price  $.5.00  per  copy,  which  price 
covers  the  additional  matter  that  may  be  aildcd  during  the  Association  year. 

RATES 

450 — Value  of  Service  Theory. 

Value  of  the  Sermce.     Editorial,  Electrical  World,  June  6, 1914,  p.  1277, 

This  states  that  the  discussion  of  the  value-of-the-service  theory  in  the  rate  re- 
search committee  report,  referred  to  on  p.  171  of  this  issue  of  Rate  Research,  is 
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valuable  and  timely  because  of  the  increasing  interest  of  public  service  commis- 
sions in  electrical  rate-making.  If  companies  are  to  build  up  their  business  satis- 
factorily, they  cannot  disregard  value  of  service  as  a  factor.  There  is  more  logical 
difference  in  the  value  of  service  for  different  purposes  than  in  the  cost  of  service 
for  different  purposes.  Value  to  the  buyer  and  seller  are  clearly  not  the  same  in 
many  cases,  yet  an  attempt  to  base  relative  values  on  differing  costs  involves  a 
segregation  of  elements  upon  which  accountants  are  unable  to  agree.  Costs  are 
not  the  same  for  different  forms  of  service.  If  values  and  costs  were  the  same,  the 
simplest  way  to  make  rates  would  be  to  make  uniform  rates.  But  vmiform  rates 
would  not  develop  the  gross  business  needed  to  assure  the  largest  use  of  the  in- 
vestment. The  central  station  was  formerly  idle  a  large  part  of  the  day.  Then 
it  developed  a  market  for  its  produce  during  hours  when  the  customers  for  whom 
the  plant  was  originally  intended  used  no  energy.  By  so  doing  it  increased  use  of 
capital  and  efficiency  of  service  and  made  reduced  rates  possible  for  all  users. 
What  the  companies  should  do  is  to  make  sure  that  their  rates  are  the  same  for 
like  purposes.  They  can  justify  on  plain  economic  grounds  the  making  of  different 
rates  for  different  classes  of  service.  Rates  should  be  differentiated  by  class,  not 
by  individual.  The  electrical  utility  is  naturally  a  monopoly.  Yet  its  rate-mak- 
ing is  guided  to  some  extent  by  actual  or  theoretical  competitive  rates.  A  com- 
pany would  naturally  try  to  make  a  rate  low  enough  to  get  business  if  a  competitor 
was  in  the  market.  Though  protecting  itself  and  its  return  on  capital,  it  should 
also  try  to  make  rates  equally  favorable  when  it  enjoys  protection  as  a  monopoly. 

410 — Cost  of  Service. 

Electricity  Direct  from  Coal,  by  Commercial  Agent  Erwin  W. 
Thompson.  Daily  Consular  and  Trade  Reports,  |  page,  June  4,  1914, 
p.  1278. 

This  comments  on  the  recent  patenting  by  Johamies  Marschall,  of  Dresden,  of  an 
application  of  the  well-known  principle  of  the  thermopile  to  the  practical  produc- 
tion of  electric  light  without  the  intervention  of  boiler,  engine,  or  dynamo.  There 
is  a  discussion  of  the  saving  to  be  made  by  the  elimination  of  the  middle  processes 
in  the  making  of  coal  into  electrical  energy. 

720— Rate  Schedules. 

Discussion  on  Business  Phases  and  Contract  Forms  of  the 
YoNKERs  Electric  Light  &  Power  Co.,  by  B.  J.  Aplin.  Read  b^^fore 
the  Yonkers  Division  of  the  New  York  Companies  Section,  N.  E.  L.  A. 
May  15,  1914. 

This  gives  a  brief  description  of  the  organization,  and  the  business  done  l)y  the 
company.  The  greater  part  of  the  paper  consists  of  brief  statements  of  the  rates 
charged  for  different  classes  of  service. 


INVESTMENT  AND  RETURN 

310 — Valuation. 

Discussion  on  Valuation  for  the  Purpose  of  Rate-Making.  Pro- 
ceedings of  the  A.  S.  C.  E.,  100  pages.  May,  1914,  p.  1377. 

Reference  to  earlier  installments  of  this  discussion  have  been  made  in  4  R.\te 
Research  94  and  17.5,  and  .5  Rate  Resea uch  91.  The  (piestion  is  hero  discussed 
by  J.  N.  Dodd,  Morris  Knowles,  M.  O.  Lcighton,  .1.  P.  Snow,  .Vrthur  L.  Mills, 
.J.  M.  Schreiber,  J.  P.  Newell,  (iardiier  S.  Williams,  (icorgc  F.  Swain,.!.  W.  Lcdoux, 
Albin  G.  Nicolay.sen,  .1.  B.  l^ippincott,  Alfred  Noble,  M.  L.  Byers,  and  Frederic 
P.  Stearns. 
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372-^Employes  Profit  Sharing. 

Report  on  Profit-Sharing  and  L.\bour  Co-Partnership  Abroad. 

Pamphlet,  164  pages. 

The  original  of  this  report  of  the  British  Government  Board  of  Trade,  reference 
to  which  was  made  in  5  Rate  Research  75,  has  now  been  received.  It  may  be 
pm-chased  of  T.  Fisher  Unwin,  London,  W.  C,  for  1  shilling  (24  cents). 


MUNICIPALITIES 

800 — Municipalities . 

Municipal  Madness,  by  William  H.  Hodge.    Public  Service,  5  pages, 

June,  1914,  p.  189. 

This  comments  on  the  reckless  methods  by  which  most  American  cities  are  adding 
to  their  municipal  debts,  without  redeeming  previously  incurred  debt  to  any  great 
extent.  It  is  said  that  the  people  realize  nothing  of  the  unsound  economic  and 
financial  methods  which  underlie  the  governmental  operation  of  their  cities. 
The  immense  municipal  debt  of  Cleveland,  Ohio,  is  referred  to.  In  coimection 
with  the  Cleveland  municipal  electric  light  plant,  it  is  said  that  the  pledging 
of  the  public  credit,  as  in  this  case,  to  duplicate  property  already  existing,  and 
with  the  implied  intention  of  possibly  rendering  the  established  property  a  partial 
or  total  loss,  is  municipal  stock  watering  of  the  most  flagrant  kind.  It  means 
the  unnecessary  and  wasteful  exjjenditure  of  public  funds  and  miscarriage  of 
public  credit.     Economically  it  cannot  be  condoned. 

830 — Public  Ownership. 

Public  Ownership  of  Railroads,  Waterways  and  Water  Power, 

by  Walter  Roscoe  Stubbs.     The  Saturday  Evening  Post,  51   pages, 

June  6,  1914,  p.  3. 

This  article  advocates  public  ownership  of  the  railroads.  There  is  a  discussion 
of  the  evils  of  railroad  capitalization,  management,  etc.,  in  the  past.  It  is  claimed 
that  private  ownership  is  responsible  for  practically  all  great  evils  of  the  day, 
such  as  railway  accidents,  congestion  of  the  poor  districts  in  cities,  etc. 

The  article  consists  chiefly  of  general  statements.  It  is  stated  that  public 
ownership  will  tear  up  by  the  roots  the  most  dangerous,  corrupting  and  insid- 
iously powerful  political  influence  in  the  United  States.  It  will  remove  the 
l)olitical  machinery  through  which  elections  are  influenced  or  controlled  in 
the  interests  of  monopolies,  trusts,  combines,  and  every  species  of  special  privi- 
lege. It  will  take  from  the  rich  and  powerful  the  greatest  source  of  their  political 
power,  through  which  national,  state  and  municipal  legislation  and  Federal 
judicial  appointments  are  influenced  or  controlled  in  the  interests  of  corporations. 
It  is  claimed  that  public  ownership  will  make  railway  operation  comparatively 
safe  for  railway  workers.  There  are  now  every  year  more  than  one  hundred  and 
fifty  thousand  persons  either  killed  or  injured  as  a  sacrifice  to  profits  under  private 
ownership.  It  will  benefit  labor  further  by  the  betterment  of  wages  and  greater 
steadiness  of  employment.  Public  ownershij)  will  wipe  out  of  existence  prefer- 
ential rates  on  raw  materials  and  manufactured  products  that  now  favor  certain 
localities  and  cities.  This  favoritism — this  inequality  of  rates  and  service  — 
results  in  the  longest  possible  haul  for  railway's.  It  accelerates  the  crowding 
into  cities  and  manufacturing  districts  of  poorly  housed,  ill-fed,  ill-clothed  work- 
ers: and  these  conditions  are  producing  manj-  of  the  perplexing  evils  of  our  tjme. 
The  taking  over  of  the  railways  by  the  Government  means  precisely  taking  them 
out  of  politics.  Our  cities  furnish  excellent  illustrations  of  the  fact  that  the  pub- 
licly owned  utilities  are  not  in  politics. 
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COURT  DECISION  REFERENCES. 

112 — Franchises. 

Tacoma  Ry.  &  Power  Co.  v.  City  of  Tacoma.  Decision  of  the  Su- 
preme Court  of  Washington.     May  7,  1914.     140  Pacific  565. 

The  Company  operated  under  a  franchise  which  permitted  it  to  furnish  electricity 
for  power  and  heat  but  not  for  light;  and  which  provided  that,  if  the  company 
failed  to  perform  any  of  the  conditions  specified  in  the  franchise,  the  franchise 
would  automatically  become  void  thirty  days  after  notice  of  such  failure  had  been 
given  by  the  city  to  the  company.  The  company,  in  December,  1908,  entered 
into  a  contract  with  the  Northern  Pacific  Railway  Company,  wherein  it  agreed 
to  furnish  the  company  all  the  electric  power  it  used  "for  power  purposes  and  for 
lighting  pui-poses,  for  a  period  of  ten  years."  The  Court  holds  that  the  franchise 
is  forfeit.  The  company  contended  that  the  city's  power  to  so  limit  the  franchise 
was  abrogated  by  the  public  service  commission  law.     (Laws  1911,  p.  5-43.) 

That  law  deals  only  with  the  questions  of  safety,  efficiency,  rates,  and  equality 
of  public  service.  The  power  to  grant  a  limited  franchise  is  still  in  the  city. 
No  power  was  given  to  the  public  service  commission  to  grant,  modify,  or 
abrogate  franchises  or  contracts  arising  out  of  franchises,  except  in  regard  to 
rates  and  the  regulation  of  service  in  respect  to  its  safety,  efficiency,  and 
equality.     .     .     . 

100— Public  Service. 

Del  Mar  Water,  Light  &  Power  Co.  v.  Eshleman  et  al.  Decision 
of  tile  Supreme  Court  of  California.  April  11,  1914.  Rehearing 
Denied,  May  11,  1914.     140  Pacific  591. 

In  this  case  the  California  Supreme  Court  reverses  a  decision  of  the  California 
Commission,  which  held  that  a  private  water  company,  since  its  charter  provisions 
permitted  it  to  become  a  public  service  coiporation,  and  since  it  was  conducting 
a  water  system  for  compensation  within  the  State,  was  a  public  service  corpora- 
tion and  therefore  must  supply  water  to  a  certain  applicant  who  had  previously 
been  refused  service.  The  Court  holds  that  the  water  company,  which  was 
primarily  organized  by  a  real  estate  company  to  furnish  water  to  purchasers  of 
its  land  ,  is  not  a  public  service  coqioration. 

The  Railroad  Commission  has  no  power  to  compel  a  corporation  which  owns 
property  in  private  right,  and  has  not  dedicated  it  to  any  public  use,  to  apply 
it  to  a  public  use  of  any  kind. 

It  is  held  that  the  provisions  of  the  California  law 

.  .  .  are  limited  in  their  application  to  such  public  service  corporations  as  may 
have  devoted  their  entire  property  to  theuse  of  the  entire  public,  or  to  those  which 
may  have  undertaken  to  supply  a  certain  district,  such  as  a  city,  and  dedicated 
their  property  to  that  service, "and  which  afterwards  may  have  failed  or  refused 
to  give  to  such  district  an  adeciuate  service,  or  failed  or  refused  to  extend  the 
system  and  supply  to  parts  of  the  district,  when  it  was  within  its  means  to  have 
done  so  and  such  extension  would  not  be  unreasonable.  In  such  cases  it  would 
be  entirely  proper  to  give  such  a  commission  ])ower  to  comjoel  adequate  service 
within  the  territory  which  the  corporation  has  undertaken  to  serve  and  to 
compel  any  reasonable  extension  of  the  service  to  other  parts  of  such  territory. 
But  even  a  constitutional  declaration  cannot  transform  a  private  enterprise,  or 
a  part  thereof,  into  a  public  utility,  and  tluis  take  property  for  public  use 
without  condemnation  and  ])a3'ment. 
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For  statement  of  facts  and   opinions   contained  in   papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


RATES 

PACIFIC  POWER  COMPANY,  NEVADA 

720— Rate  Schedules. 

Schedule  of  Electric  Rates  of  the  Pacific  Power  Company  for  the  State 
of  Nevada,  effective  January  1,  1913,  as  published  in  the  1913  Report 
of  the  Nevada  Public  Service  Commission. 

450 — Value  of  Service  Theory. 

Attention  is  called  to  the  power  schedule  of  this  company  as  these  rates 
are  typical  "Value  of  the  Service"  rates. 

LIGHTING  RATES. 

Short-hour  service — residences,  early-closing  stores,  etc. 

Rate. 

20  cents  per  kilowatt-hour  for  consumption  of  50  kilowatt  hours  or  imder. 
18  cents  per  kilowatt-hour  for  consumption  of  from  50  to  100  kilowatt  hours. 
15  cents  per  kilowatt-hour  for  consumption  over  100  kilowatt  hours. 

Long-hour  service— hotels,  saloons  and  other  all  night  service. 

Rate. 

15  cents  per  kilowatt-hour  for  consumption  of  50  to  100  kilowatt-hours. 
13  cents  per  kilowatt-hour  for  consumption  of  100  to  200  kilowatt-hours. 
11  cents  per  kilowatt-hour  for  consumption  of  200  to  300  kilowatt-hours. 
10  cents  per  kilowatt-hour  for  consumption  of  300  to  500  kilowatt-hours. 
9  cents  per  kilowatt-hour  for  consumption  over  500  kilowatt  hours. 

Prompt  Payment  Discount. 

10  per  cent  discount  if  paid  on  or  before  the  10th  day  of  the  month  following 
that  for  which  bill  is  rendered. 

Minimum  Charge. 

$2.00  per  month,  or  fraction  thereof,  per  meter. 

FLAT  RATES. 

The  following  charges  to  fiat  rate  consumers  will  be  made  for  each  month  or 
fraction  of  month  throughout  the  consumer's  connection  with  the  company's 
service. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Rate — Business  Houses. 

$1.00  per  lamp  for  the  first  10,  60-watt  lamps  installed. 
75  cents  for  all  additional  lights  installed. 

Rate — Residences. 

$1.00  per  lamp  for  the  first  2  lights  installed. 

50  cents  per  lamp  for  all  additional  lights  installed. 

$1.00  for  each  flat-iron  installed. 


COOKING  AND  HEATING  RATES. 
Rate. 

5  cents  ^er  kilowatt-hour  for  current  consumed. 

Prompt  Payment  Discount. 

10  per  cent  discount  if  paid  on  or  before  the  10th  day  of  the  month  following 
that  for  which  bill  is  rendered. 

Minimum  Charge. 

$3.00  per  month,  or  fraction  thereof,  per  meter. 

POWER  RATES. 

For  intermittent  or  hoisting  service. 

Rate. 

Demand  Charge. 

$2.00  per  horse  power  per  month,  based  on  the  rated  horse  power  capacity 
of  motor. 

Energy  Charge. 

4  cents  per  kilowatt-hour  for  all  current  consumed. 

For  continuous  service  for  mines  or  mills,  the  total  consumption  being  less  than  8, 
168  kilowatt-hours  (16  h.  p.) 

Rate. 

4  cents  per  kilowatt-hour  for  current  consumed  up  to  2,500  kilowatt-hours 
(4.59  h.  p.),  per  month. 

3  cents  per  kilowatt-hour  for  all  excess  use  up  to  8,168  kilowatt-hours  (15  h.  p.), 
per  month. 

For  continuous  or  mill  service  (long  term  contracts  for  large  consumers). 

Rate. 

3  cents  per  kilowatt-hour  for  all  current  consumed  over  8,168.7  kilowatt-hours 
(15  h.  p.),  up  to,  and  included,  13,614.5  kilowatt-hours  (25  h.  p.),  per  month. 

2|  cents  per  kilowatt-hour  for  all  current  consumed  over  13,614.5  kilowatt- 
hours  (15  h.  p.),  up  to  and  including  27,229  kilowatt-hours  (50  h.  p.), 
etc.,  to 

1.4  cents  per  kilowatt-hour  for  all  current  consiuned  over  326,748  kilowatt-hours 
(600  h.  p.),  up  to  and  including  544,580  kilowatt-hours  (1,000  h.  p.) 

CONTRACT  POWER  RATES. 

For  the  mining  and  milling  of  very  low-grade  ores  where  power  in  excess  of  400 
horse-power  will  be  used,  special  contracts  will  be  made  whereby  the  charge  for 
the  power  used  will  be  based  u])on  the  value  of  the  ores  mined  and  milled,  as  fol- 
lows:   The  basis  rate  shall  be  1  cent  per  kilowatt-hour  for  power  used  for  the 
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mining  or  treatment  of  ores  the  value  of  which  is  $5.00  per  ton,  with  a  decrease  in 
the  rate  of  ^  mill  per  kilowatt-hour  for  each  decrease  on  25  cents  in  the  value  of 
the  ore  below  $5.00  per  ton,  and  an  increase  in  the  rate  of  ^  mill  for  each  increase 
of  25  cents  in  the  value  of  the  ore  over  $5.00  per  ton. 

Contract  rates  with  the  Aurora  Consolidated  Mines  Company,  term  of  contract 
May  1,  1914,  to  May  1,  1920.     Amount  of  power,  400  horse-power  or  more. 

Rate  per  kilowatt-hour.  Recovered  Values  of  Ore. 

$1.40  $7.00 

1.35                          ■  6.75 

1.30  6.50 

1.25  6.25 

1.20  6.00 

1.15  5.75 

1.10  5.50 

1.05  5.25 

1.00  5.00 

.95  4.75 

.90  4.50 

.85  4.25 

.80  4.00 

.75  3.75 

.70  3.50 

.66  3.25 

.60  3.00 


COMMISSION  DECISIONS 
WISCONSIN 

300 — Investment  and  Return. 

KiTTLESON    ET    AL.    V.     ElROY    MUNICIPAL    WaTER    AND    LiGHT    PlANT 

(pop.  of  Elroy  1,729),  Alleging  Discriminatory  and  Insufficient  Rates, 
and  Unsystematic  Records  and  Accounts.  Decision  of  the  Wisconsin 
Railroad  Commission,  Fixing  Rates  and  Requiring  Revision  in  Methods 
of  Operation  and  in  the  Systems  of  Accounting  in  Both  Departments 
of  the  Municipal  Plant,  May  16,  1914. 

222 — Accounts. 

In  making  the  usual  investigation  for  the  purpose  of  rate  making  the 
Commission  was  forced  to  use  estimates  almost  entirely  on  account  of 
the  meagre  and  unreUable  records  kept  by  the  municipal  utilities. 

The  general  records  of  the  electric  and  water  departments  are  merged 
with  the  general  city  records.  The  reports  of  the  utility  to  the  Com- 
mission are  little  more  than  guesses,  as  no  records  were  kept  of  the 
separation  of  expenses  lietween  the  water  and  the  electric  depart- 
ments or  between  operating  expenses  and  extensions.    .    .    . 

The  following  citation  is  applicable  to  the  situation  found  in  Elroy: 

"The  fact  that  sufficiently  complete  information  for  a  careful  re- 
vision of  the  respondent's  rate  schedule  is  not  available,  has  already 
been  alluded  to.  Under  somewhat  similar  conditions,  when  the 
application  has  been  for  an  increase  of  rates,  the  Commission  has  dis- 
missed the  case,  holding  it  to  be  the  duty  of  the  utility  to  maintain 
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such  records  of  its  operation  as  may  be  necessary  for  a  prcf^er  analysis 
^  of  its  business.  But  under  the  conditions  found  in  this  case,  the  ab- 
sence of  certain  information  can  hardly  be  permitted  to  stand  in 
the  way  of  those  adjustments  which  available  facts  indicate  will 
lead  to  greater  equity  between  the  utility  and  the  public  and  between 
the  different  classes  of  consumers.  To  permit  uncertainty,  arising 
from  the  utility's  failure  to  provide  for  ordinary  utility  records,  to 
completely  prevent  adjustment  and  reductions  of  rates  would  be 
adding  an  additional  incentive  for  failure  on  the  part  of  the  utility 
to  determine  and  record  important  facts  concerning  its  business  with 
the  pubhc."  (City  of  Rhinelander  v.  Rhinelander  Lighting  Co. 
1912,  9  W.  R.  C.  R.  406,  433.) 

It  is  ordered  that  the  records  of  the  departments  be  kept  as  prescribed 
by  the  Commission. 

650 — Disc  rimination . 

Certain  consumers,  it  is  understood,  are  being  supplied  free,  contrary 
to  the  pro^•isions  of  the  Public  Utilities  Law.  Such  free  service  must 
be  discontinued 

From  the  foregoing  income  accounts  it  will  be  seen  that  there  has 
never  been  any  charge  made  for  municipal  hydrant  rental  or  for  street 
lighting.  This  omission  should  be  remedied  if  the  rates  are  to  be 
equitable  to  all  consumers. 

No  allowance  had  been  made  for  depreciation  and  the  commission  pro- 
vided for  an  annual  reserve  to  cover  depreciation.  An  allowance  was 
also  made  for  interest  and  taxes  in  the  expenses  of  both  departments. 

The  rates  provided  for  the  electric  department  are  as  follows: 

720— Rate  Schedules. 

COMMERCIAL  LIGHTING. 

Rates. 

10  cents  net  or  11  cents  gross  for  the  first  3  kilowatt-hours  or  less  used  per 
month  per  100  watts  of  active  load. 

8^  cents  net  or  9J  cents  gross  for  the  next  6  kilowatt-hours  per  month  per 
100  watts  of  active  load. 

7  cents  net  or  8  cents  gross  for  all  excess  use  per  month  per  100  watts  of  active 
load. 

Determination  of  Active  Connected  Load. 

Active  connected  load  shall  in  each  case  be  a  fixed  percentage  of  the  total 
connected  ligiiting  load  installed  upon  the  consumer's  premises.  [See  schedule 
of  rates,  5  Rate  Research,  p.  83.] 

Prompt  Payment  Discount. 

The  (liff(>ri>nce  between  the  gross  and  the  net  rate  shall  constitute  a  discount 
for  prompt  payment. 

Muiimura  Charge. 

50  cents  per  month  per  meter. 
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STREET  LIGHTING  RATES. 

Street  lights  to  burn  on  moonlight  schedule. 
Rates. 

$1.00  per    50-watt  unit  per  month. 
$1.75  per  120-watt  unit  per  month. 

MARYLAND 

226.2 — Extension  of  Service. 

Complaint  vs.  The  Chesapeake  and  Potomac  Telephone  Company 
OF  Baltimore  City,  in  the  Matter  of  Telephone  Rates  and  Service. 
Decision  of  the  Maryland  Public  Service  Commission,  Making 
Certain  Changes  in  Toll  Charges  and  Investigating  Service  Conditions. 
March  2,  1914. 

One  of  the  matters  concerning  service  passed  upon  by  the  Commis- 
sion was  the  question  of  extension  of  the  Company's  lines.  In  certain 
instances  the  Company's  lines  are  overloaded  and  the  Commission 
says  that  such  a  condition  should  not  be  allowed  to  continue,  holding 
that  if  intending  subscribers  cannot  be  accommodated  without  unduly 
interfering  with  other  subscribers,  they  should  be  held  off  until  such 
time  as  the  number  of  applicants  is  sufficient  to  justify  the  equipment 
necessary  to  give  adequate  service.  The  Commission  discusses  the 
matter  of  extensions  of  public  utility  service  as  follows: 

The  company  cannot  be  expected  to  make  extensions  of  its  lines 
which  will  cause  a  permanent  loss.  .  .  . 

In  other  public  service  enterprises  it  is  not  unusual  for  extensions 
to  be  made  where  the  situation  presents  a  reasonable  prospect  for 
the  development  of  a  paying  business;  and  there  is  no  reason  why 
a  telephone  company  should  not  take  similar  risks,  and  where  it 
clearly  appeared  that  existing  patrons  of  a  utility  were  deprived  of 
adequate  service  by  reason  of  the  deficiency  of  equipment,  a  Com- 
mission would  order  the  necessary  additional  equipment,  although 
a  temporary  loss  to  the  company  might  result,  if  the  total  revenues 
of  the  company  were  sufficient  to  yield  a  profit.  The  duty  to  serve 
does  not,  in  all  cases,  impose  upon  the  serving  company  the  obli- 
gation to  serve  when  its  capacity  to  do  so  is  exhausted.  The  inn- 
keeper is  not  obliged  to  take  a  traveler  after  all  his  rooms  are 
occupied.  A  steamboat  cannot  be  required  to  take  on  passengers 
after  its  legal  quota  is  on  board.  It  would  be  a  reasonable  rule  to 
prohibit  the  taking  on  of  passengers  by  a  railroad  company  or  a 
street  railway  company  after  a  certain  number  had  boarded  the 
cars.  The  difficulties  encountered  in  enforcing  rules  in  the  last  two 
cases  are  not  present  in  telephone  traffic.  .  .  . 
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REFERENCES 
RATES 

616.1— street  Lighting. 

Street  Lighting  by  Special  Assessment.  Editorial,  Electrical 
World,  June  13,  1914,  p.  1373. 

This  comments  on  the  vahie  to  merchants,  of  the  special-lighting  systems  now 
generally  maintained  in  the  business  districts  of  cities.  It  is  said  that  the  success  of 
this  lighting  depends  on  co-operation  among  a  group  of  business  men,  and  this 
concerted  action  must  be  practically  imanimous;  otherwise  there  will  be  irregu- 
larity in  the  spacing  of  the  lamps  with  frequent  comparatively  dark  spots.  As  a 
solution  of  the  problem,  it  is  suggested  that  commercial  street  lighting  should  be 
supplied  under  a  special-assessment  system  and  paid  for  by  the  owners  of  the 
abutting  property. 

614 — Heating  and  Cooking. 

Electric  Heating  as  Applied  to  Marine  Service,  by  C.  S.  Mc- 
Dowell and  D.  M.  Mahood.  To  be  Presented  at  the  Annual  Con- 
vention of  the  A.  I.  E.  E.,  Detroit,  Michigan,  June  23,  1914.  Proceed- 
ings of  the  A.  I.  E.  E.,  11  pages,  June,  1914,  p.  861. 

This  states  that  electricity  is  being  adopted,  to  a  great  extent,  for  space  heating 
in  marine  work,  because  of  the  simplicity  and  low  cost  of  installation,  saving  in 
weight,  freedom  from  leaks,  noises  and  disagreeable  odors  as  compared  to  steam 
heat,  availability  for  heating  of  individual  rooms,  ability  of  placing  heaters  where 
most  efficient,  portability  so  that  storerooms  and  other  seldom-used  spaces  may 
be  readily  heated  when  desired,  ease  of  regulation  so  that  individual  staterooms, 
etc.,  can  be  maintained  at  any  desired  temperature  without  affecting  the  whole 
system.  A  comparison  of  convector  and  radiant  heaters  is  given,  the  proper  use  of 
each  type  is  shown,  and  the  conclusion  drawn  that  for  space  heating  on  shipboard 
with  metal  decks  and  bulkheads,  the  convector  heater  is  most  efficient.  Curves 
are  given  showing  results  obtained  on  tests  to  determine  the  best  tj^pe  of  heater 
for  shipboard,  and  desirable  features  of  heater  are  indicated.  With  low  cost  of 
electricity  on  shipboard,  electric  heating  compares  favorably,  in  cost  of  main- 
tenance, with  steam  heating.  It  interferes  very  little  with  the  lighting  load,  thus 
increasing  the  load  factor,   and  seldom  requires  extra  generator  capacity. 

621.1— Load  Factor. 

Methods  of  Keeping  Down  Peaks  on  Power  Purchased  on  a  Peak 
Basis,  by  T.  E.  Tynes.  To  be  Presented  at  the  31st  Annual  Conven- 
tion of  the  American  Institute  of  Electrical  Engineers,  Detroit,  Michi- 
gan, June  23,  1914.  Proceedings  of  the  A.  I.  E.  E.,  5h  pages,  June, 
1914,  p.  1021. 

The  author  mentions  two  general  ways  of  reducing  peaks,  the  first  being  to  furnish 
the  peak  power  from  a  separate  source,  such  as  a  local  steam  turbine,  and  the 
second  to  store  some  of  the  power  furnished  by  the  power  company,  which  is 
given  up  later  when  the  peak  demand  comes  on.  In  the  case  of  the  plant  descritx'd 
by  the  author,  a  mixed  pressure  turbine  was  installed  to  take  the  peaks,  this 
being  selected  on  account  of  available  exhaust  steam  from  pumps,  air  compressors, 
etc.  The  turbine  is  dircct-conne(!ted  to  two  direct-current  generators  mounted 
on  a  common  bed-plate.  The  first  i)lan  tried  was  to  use  a  motor-driven  riieostat 
operated  with  clutches  which,  in  turn,  were  operated  by  solenoids  energized  \^y 
current  controlled  by  a  contact-making  annneter.  After  tlie  installation  of  a 
maximum  demand  meter  which  integrates  the  one-minute  peaks,   the  rheostat 
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control  was  found  to  be  too  slow,  and  a  special  peak-taking  device  was  then  to 
be  installed.  This  device  consists  of  a  rod  carrying  points  which  successively 
make  contact  with  mercury  cups,  antl  which  is  operated  by  the  moving  element 
of  the  graphic  meter.  These  mercury  contacts  close  relay  circuits  which 
operate  to  short-circuit  sections  of  resistance  in  the  field  rheostat  of  the 
turbo-generator,  raising  its  voltage,  and  also  cut  in  sections  of  resistance  in  the 
field  rheostat  of  the  motor-generator  set,  weakening  its  field  and  thus  reducing 
its  load. 

612.4 — Distribution  Economies. 

London's  Electricity  Supply,  b}-  Haydn  Harrison.  Article  and 
Editorial,  Electrical  World,  2  pages,  June  13,  1914,  p.  1390. 

This  article  describes  the  system  of  electricity-supply  in  London,  and  draws 
attention  to  its  great  complexity.  The  recommendations  of  the  Merz-AIcLellan 
Report  are  referred  to;  and  it  is  pointed  out  that  conditions  in  London  are  such  as 
to  produce  favorable  load-factors.  It  is  said  that  the  suggestion  made  in  the  report 
of  general  mmiicipal  ownership  of  the  larger  project,  the  details  of  operation 
being  left  in  the  hands  of  private  authorities,  may  lead  to  something  practicable. 
The  editorial  reviews  the  situation,  compares  it  briefly  to  the  situation  in  Amer- 
ican cities,  and  concludes  that  the  time  is  ripe  for  radical  improvement,  and 
some  way  should  be  found  of  bringing  the  various  public  and  private  undertakings 
together  to  obtain  the  advantages  of  a  bulk  supply  generated  at  a  far  lower  cost 
than  is  now  possible  even  in  the  most  economical  of  the  existing  stations. 

224 — Rate  Regulation. 

Railroad  Rates.     Editorial,  The  Economist,  June  6,  1914,  p.  1126. 

This  states  that  the  statement  in  Berlin  of  Arthur  Von  Gwynner,  managing  di- 
rector of  the  Deutsche  Bank,  that  the  railroads  of  the  L^nited  States  should  have 
permission  to  raise  rates,  is  a  strong  backing  of  the  application  which  has  been 
made  to  the  Interstate  Commerce  Commission,  from  a  source  which  is  not  preju- 
diced in  favor  of  the  companies.  He  calls  attention  to  the  fact  that  American 
roads  pay  twice  the  wages  paid  in  Prussia  and  are  allowed  to  charge  only  half 
the  continental  rates  or  one-third  the  English  rates.  He  finds  that  the  present 
position  of  the  American  railroads  is  a  menace  to  the  finances  of  the  world.  In 
regard  to  the  movement  against  the  trusts,  he  suggests  that  the  L'nited  States 
Government  investigate  recent  German  legislation,  which  appears  to  be  pro- 
tective of  the  companies  and  the  public.  Certainly  a  lift  in  rates  would  be  of 
immense  advantage  to  the  railroads  of  this  coimtry  and  our  people  should  get 
rid  of  blind  prejudice  against  the  large  corporations,  but  the  railroads  themselves 
have  a  duty,  and  that  is  to  rehabilitate  themselves  in  the  confidence  of  the  public 
by  a  careful  supervision  of  all  the  roads  in  the  United  States.  A  lift  in  rates 
will  not  enable  our  roads  to  obtain  all  the  capital  they  need.  It  is  confidence 
that  is  lacking,  and  the  better  class  of  railroad  men  should  proceed  to  establish 
that  confidence  as  speedily  as  possible. 


INVESTMENT  AND  RETURN 

310— Valuation. 

Valuation  of  Public  Utilities  from  the  Railway  Point  of  ^'IE\v■, 
by  Samuel  O.  Dunn.  Journal  of  the  Western  Society  of  Engineers, 
9  1-3  pages,  IMay,  1914,  p.  507. 

This  states  that  the  tap  root  of  the  theory  and  practice  of  valuation  of  public 
utilities  is  imbedded  in  two  familiar  provisions  of  the  Constitution  of  the  United 
States.     These  are  the  provisions  in  the  fifth  and  fourteenth  amendments  which 
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in  substance  prohibit  the  nation  or  any  state  from  taking  private  property  for 
public  use  without  due  process  of  law  and  just  compensation.  There  is  a  discus- 
sion of  various  debated  questions  in  valuation  matters,  such  as  appreciation  in 
land  values,  the  value  created  by  the  investment  of  surplus  earnings,  deprecia- 
tion and  going  value.  In  regard  to  appreciation,  it  is  said  that  you  can  no  more 
constitutionally  confiscate  the  increment  in  the  land  of  a  railroad  company  than 
you  can  constitutionally  confiscate  the  increment  in  land  which  its  stockholders 
may  o\v^l  and  cultivate  as  farms  in  their  individual  cai:)acities.  In  regard  to 
investment  of  surplus  earnings  and  depreciation,  the  statement  is  made  that  the 
value  created  by  investment  from  earnings  is  there,  and,  being  there  should  be 
and  must  be  counted;  while  the  value  which  has  disappeared  because  of  depre- 
ciation and  of  the  failure  to  provide  adequate  depreciation  or  sinking  funds,  is 
gone  and,  therefore,  should  not  be  counted.  There  is  a  consideration  of  the 
question  of  whether,  when  the  valuation  of  all  the  railroads  is  completed,  it  will 
justify  a  general  advance  or  a  general  reduction  of  rates,  the  conclusion  being 
that  a  general  advance  is  the  more  probable. 

310— Valuation. 

Public  Utilities.  Their  Cost  New  and  Depreciation,  by  Hammond 
V.  Hayes.  Review  by  Robert  H.  Whitten,  Americaji  Economics 
Review,  If  pages,  June,  1914,  p.  384. 

Mr.  Hayes  states  that  the  engineer  or  accoimtant  is  not  concerned  with  fair 
value,  but  merely  with  the  presentation  to  the  court  of  certain  facts  which  the 
court  may  consider  in  its  determination  of  fair  value.  In  determining  replace- 
ment cost  the  engineer  should  follow  strictly  the  cost-of-reproduction  theory, 
without  regard  to  the  effect  of  the  method  followed  on  the  equity  of  the  result  as 
between  the  utility  and  the  public.  Considerations  of  equity  and  justice  may 
be  left  to  the  court  or  commission.  Dr.  Whitten  states  that  the  author's  treat- 
ment of  this  svibject  needs  to  be  qualified  or  supplemented  by  a  statement  that 
if  original  cost  and  replacement  cost  are  developed  consistently  without  regard 
to  the  apparent  equities,  all  steps  in  the  process  should  be  clearly  shown.  Thus, 
if  under  the  reproduction  method  pavement  over  mains  laid  without  expense  to 
the  company  is  included  in  the  reproduction  cost,  the  cost  of  such  mains  should 
be  made  a  severable  item  in  the  total  reproduction  cost  found,  so  that  a  court 
or  commission  in  considering  the  facts  could  give  this  element  such  treatment 
as  it  considers  just.  It  should  be  pointed  out  that  the  coiu"t  or  commission  will 
often  use  replacement  cost  merely  as  a  test  of  original  cost,  or  vice  versa.  It  is 
said  that  perhaps  the  author's  most  important  contribution  to  the  study  of  the 
subject  is  his  demonstration  that  original  cost  can  be  obtained  without  great 
difficulty;  and  that  the  book  contains  a  very  clear  and  comprehensive  discussion 
of  the  depreciation  problem.  In  conclusion,  it  is  said  that  the  book  fulfills  ad- 
mirably the  three  main  purposes  stated  by  the  author  in  the  preface,  i.  e.,  to 
point  out:  first,  that  fair  value  must  be  determined  by  the  court  and  not  by  the 
appraiser;  second,  that  original  cost  can  and  shouhl  be  obtained;  third,  that 
accrued  depreciation  should  in  general  be  deducted  in  determining  fair  value. 

PUBLIC  SERVICE  REGULATION 

200— Public  Service  Regulation. 

Report  of  the  Public  Service  Company  of  Northern  Illinois  for 
the  Fiscal  Year  Ending  December  31,  1913.     Pamphlet,  9  pages. 

Mr.  Insull  comments  on  the  passage  of  the  Illinois  Public  Utilities  Law  on  page  5 
of  this  rej^ort.  He  states  that  it  will  doubtless  cause  some  ofjorating  incon- 
venience for  a  time,  but  no  serious  difficulties  are  anticipated,  and  the  ultimate 
result  should  be  beneficial  both  to  the  i)ublic  and  to  (he  Company.  'Ilie  Com- 
pany's service  is  rendered  in  fourteen  counties  and  in  one  hundred  and  forty-four 
municipalities,  with  varying  ordinance  requirements;  and  eventually  regulation  by 
one  body  must  naturally  tend  toward  a  larger  degree  of  uniformity. 
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200 — Public  Service  Regulation. 

The  Status  of  Regulation  of  Public  Service,  by  A.  G.  Rake- 
straw.     Electrical  Engineering,  \j  pages,  June,  1914,  p.  258. 

This  touches  upon  the  differences  between  the  character  of  private  business  and 
public  service.  It  is  pointed  out  that  competition  and  municipal  ownership  were 
at  first  sought  as  the  cure  for  high  rates,  but  that  both  were  unsuccessful.  It  is 
sho\TO  that  generally  legislation  enacted  by  borough  and  city  councils  was  totally 
unreasonable,  amoimting  to  confiscation.  This  was  due  to  the  fact  that  the 
coimcils,  as  a  rule,  were  prejudiced  and  without  adequate  means  of  obtaining  in- 
formation. The  passage  of  such  laws  and  ordinances  was  followed  b}^  numerous 
appeals  to  the  courts,  with  consequent  litigation,  expensive  alike  to  the  corpor- 
ation and  the  municipality  and  affording  but  little  relief  to  the  public.  Following 
this  direct  legislation  came  the  idea  of  regulation  by  a  state  board  of  experts, 
who  should  act  in  a  judicial  capacity,  acting  for  the  public  with  power  to  correct 
abuses,  adjust  rates,  prevent  discrimination,  provide  for  safety,  and  at  the  same 
time  guarantee  the  corporation  a  reasonable  return  on  the  investment,  protect  it 
from  competition,  ex-ploitation,  and  confiscatory  ordinances.  This  is  the  com- 
mission system  in  present  use,  which  has  in  general  proved  eminently  satisfac- 
tory. There  is  brief  reference  to  the  general  character  of  the  laws  which  have 
been  passed  in  the  various  states.  It  is  said  that  Wisconsin  and  Indiana  are 
recognized  as  having  especially  good  laws,  and  in  these  states,  as  in  a  number  of 
others  municipal  plants  are  subject  to  just  the  same  regulation  as  those  privately 
owned,  which  is  just. 

222 — Accounts. 

Interstate  Commerce  Commission  Classification  of  Accounts. 
Article  and  Editorial,  Electric  Railway  Journal,  3  pages,  June  13,  1914. 
p.  1321  and  p.  1311. 

This  discusses  the  new  imiform  system  of  accounts  for  electric  railways,  recently 
approved  by  the  Interstate  Commerce  Commission.  A  list  of  the  titles  of  the 
accoimts  in  the  new  system  is  given;  and  attention  is  drawn  to  the  fact  that  depre- 
ciation and  valuation  ex-j^enses  are  included,  and  a  condensed  classification  of 
opei'ating  expenses  provided  for  small  carriers. 

The  editorial  discusses  the  desirability  of  the  general  adoption  of  the  classification 
by  state  commissions,  so  that  uniform  accounting  may  be  secured. 

200 — Public  Service  Regulation. 

Public  Utility  Regulation  from  the  Standpoint  of  the  Public 
AND  THE  Engineer,  by  Harold  Almert.  Journal  of  the  Western 
Society  of  Engineers,  6  pages,  May,  1914,  p.  516. 

This  comments  on  the  general  movement  toward  the  creation  of  regulating  com- 
missions throughout  the  country.  It  is  said  that  there  is  no  doubt  whatever 
that  public  utility  corporations  in  many  cities  have  been  guilty  of  grave  errors  in 
the  past.  Some  of  these  errors  have  been  committed  unknowingly,  and  others 
knowingly  and  more  or  less  deliberately,  but  it  is  also  certain  that  among  the  ranks 
of  the  reformers  we  find  evidences  of  folly  and  of  prejudice  against  a  fair  adjust- 
ment of  the  situation.  The  leading  cause  of  the  intense  political  agitation  through- 
out the  coimtry  is  this  determination  of  the  people  to  secure  a  readjustment  of  what 
they  believe,  for  want  of  accurate  knowledge  of  the  true  conditions,  to  be  excessive 
charges  for  service.  It  is  held  that  to  secure  unbiased  rulings  on  what  is  good  and 
adequate  service  and  what  are  reasonable  rates,  the  jurisdiction  must  be  removed 
beyond  the  influence  of  local  prejudices,  and  those  passings  judgment  must  be 
free  from  political  interferences  and  prevented  from  using  their  offices  as  stepping 
stones  for  gratifying  political  aspirations.  There  is  a  discussion  of  the  hurried 
character  of  most  of  the  recent  legislation;  and  of  the  importance  of  commission 
personnel.     It  is  said  that  there  are  at  this  time  several  states  that  have  passed 
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only  mature  legislation  and  that  have  competent  commissions,  fully  qualified  to 
represent  the  interests  of  the  public  and  the  utility  alike,  and  who  are  equipped 
with  well  organized  technical  staffs,  supplied  with  ample  appropriations  for  mak- 
ing the  fullest  investigations  to  insure  accurate  conclusions.  These  commissions 
are,  and  will  continue  to  be  a  blessing  to  all  concerned,  as  long  as  they  are  kept 
free  from  politics  and  the  commissioners  are  permitted  to  continue  in  office  as 
long  as  they  render  good  and  efficient  service,  and  this  form  of  regulation,  no 
doubt,  is  the  most  effective  and  efficient  that  we  know  of  today.  When  these 
commissions  were  young,  they  were  careful  not  to  draw  hasty  conclusions  and  ren- 
der ill-advised  decisions  which  might  prove  disastrous,  but  rather  felt  their  way 
until  thay  were  sure  that  they  were  competent  to  pass  judgment  on  any  given 
situation. 

200 — Public  Service  Regulation. 

Discussion  of  Public  Utilities.  Journal  of  the  Western  Society  of 
Engineers,  Yl\  pages,  May,  1914,  p.  522. 

This  is  the  discussion  at  the  public  utility  symposium  of  the  Western  Society  of 
Engineers  held  on  May  16,  1914,  at  which  the  papers  by  Mr.  Andrew  Cooke,  Mr. 
Samuel  O.  Dmm  and  Mr.  Harold  Almert,  referred  to  in  this  number  of  Rate 
Research  were  read.  Those  contributing  to  the  discussion  were  Onward  Bates, 
Jolm  W.  Alvord,  William  D.  Jackson,  Shelby  S.  Roberts,  W.  A.  Shaw,  L.  E. 
Cooley,  A.  C.  King  and  Morgan  Brooks.  Mr.  W.  A.  Shaw  of  the  Illinois  Public 
Utility  Commission,  stated  that  it  is  the  object  and  the  aim  of  each  member  of 
the  Illinois  Public  Utility  Commission  to  do  his  work  without  fear  or  favor,  and 
in  rate  making  to  return  a  fair  compensation  upon  a  fair  value. 

200 — Public  Service  Regulation. 

Government  Regulation  of  Railroads  from  the  Investor's  Stand- 
point, by  Andres  Cooke.  Journal  of  the  Western  Society  of  Engineers, 
4|  pages,  May,  1914,  p.  503. 

This  states  that  generally  speaking,  the  rate  of  interest  which  an  investor 
demands  at  any  particular  time  varies  according  to  the  risk  incident  to  the  invest- 
ment. There  is  a  description  of  the  principal  factors  which  must  be  considered 
in  determining  the  risk  involved  in  any  railroad  enterprise.  The  final  solution 
of  the  problem  of  financing  and  operating  railroads  will  be  government  regulation 
on  a  basis  which  will  afford  to  the  investor  protection  against  loss  from  dis- 
honesty and  fraud,  needless  and  disastrous  competition,  imfair  taxation  and 
unjustifiable  reduction  in  rates.  By  thus  making  railroad  investments  attractive 
by  affording  the  investor  the  maximum  protection,  the  public  will  be  able  to  se- 
cure the  most  efficient  service  at  the  minimum  cost. 


MUNICIPALITIES 

820 — Municipal  or  Local  Regulation  of  Utilities. 

Attack    on    a    Public    Utility    Commission.     Editorial,    Electrical 

World,  June  13,  1914,  p.  1373. 

This  discusses  the  attack  on  the  work  of  the  Wisconsin  Couunission  contained 
in  the  pamphlet  of  the  Minnesota  Home  Rule  League  referred  to  in  5  Rate  Reseauch 
92.  The  statement  is  made  that  the  league  finds  fault  becausi^  the  conunission  is 
not  abjectly  in  favor  of  the  thing  for  which  the  league  stands — that  is,  municipal 
ownershi]).  Wliy  the  Wisconsin  Commission  cannot  promote  liome  rule  ouglit  to 
be  tolerably  clear.  It  was  created  to  take  from  the  cities  a  power  of  home  rule 
which  the  cities  had  abused  and  to  set  up  instead  a  state  power  to  decide  the 
issues  between  comi)any  and  city.  It  cannot  harass  utilities  without  regard  to 
the  rights  of  the  company  because  the  law  was  not  created  to  provide  a  body  to 
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be  a  mere  agent  for  distressing  the  company.  If  the  commission  is  true  to  the 
judgment  of  the  public  represented  in  that  law,  it  must  decide  without  bias  for 
either  side  the  issues  before  it.  It  is  asserted  that  if  there  is  a  redeeming  clause 
in  the  booklet,  it  is  the  grudging  admission  that  "nothing  but  the  integrity  and 
high  personnel  of  the  commission  saved  it  from  being  open  to  the  suspicion  of 
direct  collusion"  with  one  company.  But  the  booklet  does  not  carry  through 
its  forty-six  pages,  as  it  should,  the  evident  conviction  of  its  writers  as  to  the 
"integrity  and  high  personnel"  of  the  commission.  Because  it  so  grossly  mis- 
represents the  attitude  and  work  of  the  commission,  the  campaign  and  erroneous 
statements  of  the  league  should  not  be  allowed  to  go  unanswered. 

840 — Public  Operation. 

Birmingham's  Four  jNIunicipal  Trading  Operations,  by  Consul 
Albert  Halstead,  Birmingham,  England.  Daily  Consular  and  Trade 
Reports,  1  page,  Jmie  13,  1914,  p.  1539. 

This  discusses  the  net  profits  of  the  water,  gas,  electric,  and  tramway  undertakings 
of  the  city  of  Birmingham.  With  regard  to  the  electricity  imdertaking,  the  state- 
ment is  made  that  through  increased  demand  for  electrical  current  following 
lower  prices,  which  increased  demand  represented  an  increased  output  of  10,500,000 
units,  the  accounts  of  the  electric  supply  department  were  the  best  since  it  was 
started,  the  gross  profit  being  $816,900,  out  of  which,  after  meeting  capital  charges 
and  applying  $94,897  to  renewals,  an  amoimt  was  available  for  reduction  of  tax- 
ation. 

840 — Municipal  Operation. 

Report  of  Edmonton  Municipal  Railway.  Electric  Railway  Journal, 
2f  pages,  Jtme  13,  1914,  p.  1334. 

This  quotes  from  the  reports,  published  by  authority  of  the  -Mimicipal  Coimcil  of 
the  City  of  Edmonton,  Alberta,  showing  the  reasons  for  the  deficits  in  operation 
by  the  City  and  the  increase  in  fares  which  was  made  necessary  by  continued 
losses. 

830— Public  Ownership. 

Public  Ownership  Movement  in  District  of  Columbia.  Electrical 
World,  3  page,  June  13,  1914,  p.  1377. 

This  comments  on  the  fact  that  the  committee  on  the  District  of  Columbia  of  the 
House  of  Representatives  voted  on  Jime  6  to  report  favorably  to  the  House  the 
Grosser  bill  providing  for  public  o^^^lership  and  operation  of  the  electric  railway's 
in  the  District  of  Columbia.  The  vote  in  the  committee  is  said  to  have  been 
nine  to  eight.  Reference  is  made  to  the  discussion  of  the  Washington  situation, 
by  the  Public  Policy  Committee  of  the  N.  E.  L.  A.  in  its  annual  report  (see  5  Rate 
Research  173).  The  committee  characterized  the  movement  in  Washington  as 
one  of  the  most  serious  of  recent  developments  toward  government  o^\Tiership  and 
operation,  and  as  one  of  the  most  serious  political  and  economic  import. 

831— Purchase  by  Municipality. 

The  Compulsory  Purchase  of  Electricity  Undertakings.  Article 
in  6  parts.  The  Electrician  (London),  13  pages,  April  17-May  22,  1914. 

In  this  series  of  articles  the  harmful  effect  of  the  compulsory  purchase  of  electricity 
undertakings  by  numicipalities  is  considered,  more  particularly  in  regard  to  Lon- 
don electricity  supply.  Article  I  deals  with  the  relation  of  private  enterprise  to 
progress  as  showii  by  the  various  public  utilities.  In  Article  II  the  reward  of 
private  enterprise  is  discussed,  and  it  is  pointed  out  that  this  reward,  as  measured 
by  dividends,  \&  hy  no  means  as  large  as  is  often  supposed.  In  Article  III  the 
fallacy  of  municipal  trading  is  discussed,  emphasis  being  laid  on  the  danger  of 
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permitting  the  Government  or  a  municipality  to  have  a  monopoly,  such  danger 
being  greater  than  in  private  enterprise.  Tliis  danger  is  well  exemplified  in  the 
history  of  the  National  Telephone  Co.  Article  IV  is  a  brief  history  of  the  London 
electricity  supply  companies.  In  Article  V  the  effect  of  compulsory  purchase 
looming  in  the  near  future  is  shown  to  cause  necessarily  a  less  active  policj'  than 
would  otherwise  be  the  case,  and  increasing  difficulty  in  expansion.  In  Article 
VI  the  effect  of  compulsory  purchase  in  the  near  future  is  shown  to  cause  a  restric- 
tion of  capital  expenditure,  and  is  illustrated  by  reference  to  the  last  few  years  of 
the  existence  of  the  National  Telephone  Co.  It  is  shown  that  working  under 
municipal  control  cannot  be  so  efficient  as  private  enterprise;  after  which  various 
alternatives  are  considered.  These  are  the  "mixed"  type  of  undertaking  as  found 
in  Germany;  the  control  of  dividends,  as  in  the  case  of  gas  companies;  and  the 
working  under  control  of  an  independent  authority.  This  last  is  found  to  be  ex- 
tremely successful  in  America,  and  is  suggested  as  a  solution  of  the  present  diffi- 
culty in  London  electricity  supply.  The  last  article  in  the  series,  advocating  the 
American  system  of  regulation  by  commission,  analyzes  the  work  of  the  Wis- 
consin Commission  as  evidenced  in  its  report  for  the  year  1910-11,  as  an  example 
of  thoroughly  successful  regulation. 

830— Public  Ownership. 

Municipal  Ownership  Hearing  in  Washington.  Electric  Railway 
Journal,  1|  pages,  June  6,  1914,  p.  1275. 

This  gives  an  abstract  of  the  testimony  given  at  last  week's  hearing  on  the  Grosser 
Bill,  which  provides  for  municipal  ownership  of  the  electric  railways  in  the  Dis- 
trict of  Columbia.  The  testimony  during  the  week  was  largely  in  favor  of  the 
bill.  Commissioners  Newman,  Siddons,  and  Harding  testified,  but  asked  to  be 
excused  from  discussing  details  of  the  management,  service,  and  physical  valua- 
tion of  the  local  railways,  because  these  features  are  pending  in  an  inquiry  before 
the  District  Public  Utilities  Commission. 

840 — Public  Operation. 

Socialist  Administration  Ready  to  Sell  Municipal  Electric 
Plant.     Electrical  Review,  1-8  page,  June  13,  1914,  p.  1184. 

This  states  that  preliminary  plans  are  well  under  way  for  the  sale  of  the  municipal 
electric  lighting  plant  of  Martin's  Ferry,  O.,  by  the  present  administration  of  that 
city.  Bids  have  been  submitted  by  two  private  corporations,  the  Sunnyside 
Electric  Company  and  the  Wheeling  Traction  Company.  Although  the  present 
administration  is  a  Socialist  one  and  it  is  a  known  fact  that  municipal  ownership 
is  strongly  advocated  by  the  Socialists,  the  members  of  that  party  now  in  power 
at  Martin's  Ferry  are  favorable  to  the  sale  of  the  plant.  The  chief  cause  for 
selling  the  plant  was  the  fact  that  it  cost  the  city  annually  almost  double  the  offer 
made  by  either  company. 

830— Public  Ownership. 

Mr.  Mellen  on  Government  Ownership.  The  Irresponsible 
Political  Boss.  Editorials,  Electric  Railway  Journal,  June  6,  1914, 
p.  12.39. 

The  first  editorial  outlines  Mr.  Mellen's  recent  statement  in  favor  of  public  ownicr- 
ship,  as  the  best  means  of  avoiding  the  power  of  the  "financial  boss."  The  second 
editorial  states  that  it  agrees  with  Mr.  Mellen  that  there  have  been  evils  in  pri- 
vate ownership,  a  conspicuous  example  being  that  of  the  road  of  which  he  had 
charge.  But  if  he  had  put  into  force  ten  years  ago  the  rules  which  he  now  recom- 
mends of  strict  accounting,  of  making  the  directors  direct  and  of  full  publicity  in 
regard  to  all  matters  connected  with  his  property,  many,  if  not  most,  of  the  evils 
which  the  New  Haven  Railroad  has  undergone  would  not  have  occurred.  On  the 
other  hand,  with  public  ownership  there  would  be  the  same  troubles,  but  multi- 
plied a  thousand  times,  as  those  to  which  Mr.  Mellen  calls  attention  in  his  excoria- 
tion of  private  ownership.     It  may  be  true  that  absolute  power  is  usually  abused. 
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but  the  possibilities  of  such  abuse  by  the  executive  under  private  ownership  is 
prevented  in  a  niunber  of  different  ways.  The  power  which  lie  can  exercise  is 
checked  by  the  financial  interests  in  control  of  the  property,  by  directors  who 
direct,  by  the  regulatory  commissions,  by  the  officers  of  the  law,  and  by  public 
opinion,  provided  there  is  publicity  so  that  all  action  by  the  railway  officials  is 
known.  But  it  would  be  difficult  to  conceive  of  a  more  arbitrary  and  irresponsible 
body  than  a  political  organization  in  power  under  the  present  system  of  American 
politics.  The  regulatory  body,  if  there  was  any,  would  be  of  the  same  political 
stripe,  and  it  is  hard  to  make  public  opinion  effective  in  any  political  contest 
where  the  patronage  is  considerable,  as  has  been  shown  in  many  instances  in  the 
case  of  Tammany  Hall  and  other  well-intrenched  political  organizations.  There 
are  many  objections  to  the  government  ownership  of  public  utilities,  but  one  of 
the  greatest  is  the  power  which  it  would  confer  on  the  irresponsible  political 
leader. 

840 — Public  Operation. 

Possible  Change  in  Telephone  System  in  Milan.  Daily  Consular 
and  Trade  Reports,  f  page,  June  9,  1914,  p.  1423. 

This  comments  on  the  fact  that  for  some  time  there  has  been  great  complaint 
among  the  subscribers  and  business  men  of  Milan  over  the  telephone  service,  the 
great  criticism  being  that  the  equipment  is  old  and  that  the  business  is  not  sys- 
tematized sufficiently  to  handle  the  large  amount  of  daily  business.  There  is  a 
description  of  the  plan  for  betterment  of  the  service  offered  by  the  government 
at  a  recent  meeting  of  citizens  called  to  discuss  the  situation.  It  is  said  that  it  is 
believed  by  the  more  conservative  element  in  the  city,  however,  that  it  will  be 
considerable  time  yet  before  the  GoA^ernment  will  grant  Milan  the  new  telephone 
system  and  actually  commence  upon  the  planned  improvements. 

830— Public  Ownership. 

Government  Ownership  of  Electrical  Means  of  Communication. 
Review,  bv  A.  N.  Holcombe.  America7i  Economics  Review,  Ih  pages, 
June,  1914',  p.  448. 

This  describes  the  events  leading  up  to  the  publication  of  this  report  and  gives 
briefly  the  recommendations  made,  and  the  propositions  it  attempted  to  prove. 
It  is  said  that  the  validity  of  the  evidence  in  support  of  the  proposition  that  pri- 
vate monopoly  is  less  efficient  than  governmental  monopoly,  charges  higher  rates, 
and  renders  less  adequate  service,  has  been  challenged  by  the  American  Telephone 
&  Telegraph  Co.  (Commercial  Bulletin,  No.  7,  Commercial  Engineer's  Office, 
New  York,  March  2,  1914);  and  that  even  without  the  aid  of  the  exhaustive  criti- 
cism by  the  engineers  in  the  service  of  the  telephone  company,  it  would  be  evident 
to  the  economist  that  the  Postmaster  General's  statistical  evidence  does  not 
demonstrate  his  propositions,  as  he  supposes. 

GENERAL 

980— Public  Relations. 

At  Your  Service.  Pamphlet,  16  pages.  Published  by  the  Detroit 
City  Gas  Company. 

This  booklet,  published  for  distribution  to  the  consumers  of  the  company,  gives 
popular  one-page  introductions  to  the  heads  of  the  departments.  Each  page 
contains  the  photograph  of  the  officer  in  question  and  a  terse  and  attractive 
statement  of  some  of  the  principles  upon  which  the  company  is  trying  to  run  its 
business.  The  Ddroil  Times  of  February  16,  1914,  commenting  editorially  upon 
these  introductions  to  the  company's  representatives  commends  the  companj-'s 
attempt  to  establish  personal  relations  with  its  customers;  and  states  that  the 
scheme  is  a  valuable  lesson  for  other  corporations.  The  various  pages  were 
originally  published  singly  as  newspaper  advertisements. 
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920 — Economy  and  Efficiency. 

Attitude  of  California  Commission  on  Hydroelectric  Develop- 
ment.    Electrical  World,  1-6  page,  June  6,  1914,  p.  1281. 

This  quotes  a  statement  which  has  been  made  by  Mr.  John  Hays  Hammond  in 
regard  to  public  utility  and  water  power  development  under  the  California  com- 
mission. Mr.  Hammond  said  in  part :  '  'As  a  result  of  my  own  exijerience,  I  am  con- 
fident that,  on  the  whole,  such  a  commission  is  of  great  advantage  not  only  to  the 
investors  in  the  securities  of  such  companies  and  the  consumers  of  power,  but  to 
the  companies  themselves.  I  discussed  with  the  Railroad  Commission  many 
phases  of  the  development  of  hydroelectric  companies.  The  Commission  is 
sincerely  desirous  of  encouraging  the  development  of  such  enterprises  in  the  in- 
terest of  the  people  of  the  State  in  general,  and  the  commission  absolutely  repudi- 
ates the  rumors  that  have  been  current  that  it  would  oppose  any  capitalizations 
of  companies  and  any  rates  for  energy  that  would  make  it  possible  for  investors 
to  earn  more  than  6  per  cent  on  the  investment. 

It  realizes  that  such  investments  must  be  attractive  to  investors,  and  it  is  willing 
to  allow  a  rate  of  earnings  attractive  to  the  legitimate  investor.  Besides  this, 
the  commission  has  wisely  established  the  principle  that  it  will  not  encourage  cut- 
throat competition  in  the  industry." 

149 — Holding  Companies. 

Hearing  Before  the  Committee  on  Interstate  Commerce,  United 
States  Senate,  on  Tentative  Bills  Relating  to  Trust  Legisla- 
tion, Part  V,  pp.  533-686.     Pamphlet. 

This  senate  document  gives  the  testimony  on  the  interstate  trade  bills  referred  to 
in  5  Rate  Research  144.     The  holding  company  testimony  covers  pages  611-686. 

980— Public  Relations. 

Safeguarding  the  Small  Investor,  by  John  F.  Gilchrist.  Cham- 
berloiWs,  2|  pages,  June,  1914,  p.  54. 

This  discusses  the  desirability  of  having  the  citizens  of  any  city  hold  stock  in  the 
city's  utilities,  because  of  the  safety  of  the  investment  on  the  one  hand,  and  be- 
cause of  the  better  relations  brought  about  between  the  two  on  the  other.  With 
reference  to  the  Chicago  situation,  it  is  said  that  Chicago  utilities  have  been  run 
more  wisely  and  conservatively  than  is  the  case  in  the  great  majority  of  cities. 
The  progressiveness  of  the  managements  of  these  utilities  have  been  such  in  the 
past  that  rates  for  service  are  relatively  low  and  the  business  of  all  the  companies 
has  been  so  extended  that  with  hardly  an  exception  the  maximum  of  service  is 
being  rendered  to  all  citizens.  There  has  not,  however,  been  such  progress  that 
it  cannot  be  improved  by  a  closer  relationship  between  the  utilities  and  the  users 
of  the  services.  This  should  be  brought  about  by  the  citizens,  to  a  much  greater 
extent  than  now  exists,  through  their  owning  interests  in  these  utilities  as  their 
own  private  investments. 


COURT  DECISION  REFERENCES. 

242.1— Testimony. 

In  re  Mendel.  Decision  of  the  New  York  Supreme  Court,  Appel- 
late Division,  First  Department.  May  15,  1914.  147  N.  Y.  Supp. 
603. 

This  holds  that  the  Public  Service  Commission  of  New  York  (1st  D.),  cannot  com- 
pel a  corporation  rumiing  a  check-room  in  a  station  to  produce  its  books,  papers, 
etc. 
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RATES 

FAMOUS  RATE  PAPERS-  No.  5 

A  METHOD  OF  CALCULATING  THE  COST  OF  FURNISHING 
ELECTRIC  CURRENT  AND  A  WAY  OF  SELLING  IT. 

By  W.  J.  Greene.     Electrical  World,  February  29,  1896,  page  222-223. 
(Note.— Paragraph  headings  are  not  in  original.) 

A  manager  of  a  central  station  has,  directly  or  indirectly,  two  objects 
in  view — the  increasing  of  the  revenue,  and  the  decreasing  of  the 
expenses.  A  thorough  knowledge  of  the  cost  of  supplying  current, 
and  of  the  rates  at  which  it  should  be  sold,  would  naturally  come  under 
the  first  head,  and  is  of  great  importance  in  insuring  the  permanent 
success  of  a  lighting  plant.  The  experience  of  the  writer's  own  company 
on  these  features,  and  data  formulated  therefrom,  may  prove  of  some 
interest. 

In  January,  1888,  the  company  commenced  the  supply  of  current  for 
light,  using  the  alternating-current  system.  In  the  Fall  of  1888  a  few 
meters  were  installed,  and  in  the  Spring  of  1889  the  use  of  meters  was 
adopted  exclusively,  except  for  one  or  two  lamps.  The  rate  charged 
was  one  cent  per  ampere-hour  on  50- volt  current,  regardless  of  the 
amount  consumed.  Lights  were  added  very  rapidly.  The  stock- 
holders were  continually  called  upon  to  provide  means  for  enlargements 
to  the  station  equipment,  extensions  to  the  circuits  and  purchases  of 
converters  and  meters.  The  net  earnings  for  a  time  increased  in  pro- 
portion to  the  increase  in  investments.  In  1892,  however,  a  very 
apparent  falling  off  in  the  net  earnings  in  proportion  to  the  new  capital 
invested  was  noticed.  It  became  evident  that  something  was  wrong. 
Tables  were  therefore  prepared,  showing  the  expense  of  maintaining 
an  equipment  necessary  to  supply  current  for  consumers  having  from 
one  light  and  upward.  In  comparing  these  results  with  the  actual 
receipts  from  the  various  consumers,  it  was  found  that  only  25  per  cent, 
of  residence  consumers  and  55  per  cent,  of  other  classes  used  sufficient 
current  to  furnish  a  paying  investment.  A  few  years  prior  thereto  fully 
85  per  cent,  of  residence  consumers  and  95  per  cent,  of  other  classes 
were  considered  profitable.  To  find  that  too  much  Inisiness  was  under- 
mining the  stability  of  the  company  and  jeopardizing  its  success  was 
startling.  It  was  evident  that  radical  changes  in  the  method  of  selling 
current  must  be  made.  Various  plans,  suggested  by  the  practice  of 
different  companies,  were  considered,  and  it  was  finally  decided  to 
adopt  the  custom,  more  or  less  prevalent,  of  making  a  minimum  charge; 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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the  charge  to  be  a  sufficient  amount  to  cover  all  expenses  known  to  be 
incurred  in  adding  a  consumer.  In  these  expenses  interest  on  the 
investment  and  an  amount  to  cover  depreciation  due  to  wear  and  tear, 
which  would  not  show  up  in  repairs  during  the  earlier  life  of  the  plant, 
were  included. 

411 — Apportionment  of  Expense. 

To  determine  the  least  amount  for  which  the  company  can  afford 
to  accept  consumers  it  is  necessary  to  establish  how  changes  in  the 
equipment,  consumers,  or  consumption  of  current  affect  the  expenses. 
I  have  made  the  following  groups  which  I  think  are  reasonably  correct : 

First.  Expenses  affected  by  the  equipment,  from  real  estate  to  meters 
and  expressed  by  the  relation  of  the  maximum  number  of  lights  burned 
at  one  time  during  the  year  to  the  investment. 

Second.     Expenses  affected  by  the  number  of  consumers. 

Third.  Expenses  affected  by  the  amount  of  work  done  by  engines, 
boilers,  dynamos,  etc.,  and  shown  by  the  output  in  watt-hours. 

Fourth.  Expenses  practically  unvarying,  and  practically  independent 
of  the  size  of  the  plant,  the  number  of  consumers  or  the  amount  of 
current  supplied.  These  may  be  considered  as  the  basic  expenses,  or 
the  starting  point  at  which  expenses  begin  to  increase  more  or  less  in 
proportion  to  any  increase  in  the  size  of  the  plant,  the  number  of  con- 
sumers, or  the  amount  of  current  generated.  They  are  necessarily 
estimated  expenses,  and  cover  the  cost  of  running  the  station  with  a 
unit  suitable  to  provide  for  the  day  load,  supplying  current  to  the 
switchboard  only.  The  company  must  depend  on  long-hour  consumers 
to  furnish  necessary  revenue  to  meet  these  expenses.  This  fourth 
group  is  divided  into  three  classes — those  dependent  on  capital  invested 
in  the  day  unit,  those  dependent  on  the  management  of  such  a  unit 
without  any  consumers,  and  those  dependent  on  the  power  necessary 
to  maintain  the  potential  at  the  switchboard. 

Fifth.  Expenses  affected  by  the  size  of  the  meter  required  by  the 
individual  consumer.  The  meters  are  treated  separately,  because  the 
size  of  the  meters  are  not  always  proportional  to  the  number  of  lamps 
installed. 

The  first  group  comprises,  in  our  classification  of  accounts,  sucli  ex- 
penses as  total  charges,  exclusive  of  meters,  for  interest,  depreciation, 
taxes,  insurance,  engineers  and  helpers,  building  repairs,  switchboard 
repairs,  station  wiring  repairs,  tool  and  instrument  repairs,  circuit 
repairs,  converter  repairs,  and  service  line  repairs. 

The  second  group  comprises  total  charges  for  management,  clerical  ser- 
vice, stationery  and  printing,  general  expenses,  petty  repairs,  rents, 
office  heating  and  lighting,  furniture  and  fixture  repairs  and  reading 
meters. 

The  third  group  comprises  total  cliarges  for  water,  fuel,  fircMuen  and 
helpers,  oil  and  waste,  boiler  compounds,  boiler  repairs,  pump  rejiairs, 
breeching  repairs,  piping  repairs,  engine  repairs,  shafting  and  pulley 
repairs,  belting  repairs  and  dynamo  repairs. 
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The  fourth  group  comprises: 

First.     Two  engineers  at  nominal  wages,  interest,  depreciation,  taxes, 

insurance,  building  repairs,  switchboard  repairs,  station  wiring  repairs 

and  tools  and  instruments  repairs,  on  the  capital  invested  in  the  smallest 

unit  suitable  for  supplying  current  for  the  day  load. 

Second.     An  estimated  amount  from  charges  in  the  second  group,  and 

intended  to  be  an  amount  below  which  it  might  be  considered  such 

expenses  could  not  be  reduced,  even  if  the  plant  were  operated  without 

a  consumer. 

Third.     Two  firemen,   water,  fuel,  oil  and  waste,   boiler  compound, 

boiler  repairs,  pump  repairs,  breeching  repairs,  engine  repairs,  shafting 

and  pulley  repairs,  belting  repairs  and  dynamo  repairs,  necessary  to 

keep  the  potential  at  the  switchboard  when  running  the  smallest  unit 

24  hours  per  day. 

The  fifth  group  comprises:     Interest,   depreciation,  taxes,  insurance 

and  repairs  on  meters,  figured  on  the  size  of  meter  necessary  for  any 

desired  number  of  lamps. 

410— Cost  of  Service. 

For  simplicity,  the  following  letters  are  used  to  represent  the  factors 
employed  in  these  calculations: 

7  =  the  total  annual  output  in  kw-hours 
measured  at  station  switchboard. 

P  =  the  percentage  of  T  lost  in  con- 
verter and  Ime  leakage. 

1 — P  =  the  percentage  of  T  used  by 
consvimers  and  lost  in  transmis- 
sion, except  that  due  to  converter 
and  line  leakage,  as  provided 
for  in  P. 

F  =  the  efficiencj^  of  transmission,  be- 
ing the  loss  in  conductors  and 
converters,  due  to  current  used 
by  consumers. 

FT  (1 — P)=the  amount  of  current 
registered  by  consumers'  meters. 

A'=the  minimum  cost  for  which  cur- 
rent can  be  supplied  for  I  lamps. 

F  =  the  cost  of  /  lamps,  above  which  the 
company  can  afford  to  make 
concessions. 


F  =  the  first  group. 

C  =  the  second  group. 

TF  =  the  third  group. 

f  =  the  first  division  under  the  fourth 

group. 
c  =  the  second  division  under  the  fourth 

group. 
ir  =  the  third  division  under  the  fourth 

group. 
M  =  the  fifth  group. 
L  =  the     maximum     number     of     16-cp 

lamps  burned  at  one  time  during 

the  year. 
I  =  the  number  of  lamps  in  any  consum- 

er's   installation  for   which   the 

cost  is  desired. 
e  =  the  energy  consumed  per  16-cp  lamp 

in  watts. 
A"  =  the  number  of  consiuners. 

Then : 

^  '  •    =  the  annual  cost  of  the  F-f  expenses  for  an  installation  of 

I  lamps. 

(2)      /  P  iW-w) 

^  ' =  the  annual  cost  of  the  W^w  expenses  for  an  mstalla- 

tion  of  I  lamps. 
^  '      —rj—=  the  cost  of  the  C-c  expenses  per  consumer. 
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(4)  L{F-f)  ,  1 P  (W-w)    ,  C-c    ,   ,,    _      ,      ^  ,  ^  , 

^  '         ^  J       ^ \ ^  +  ^r7-  +  M=The   least   annual  amount  for 

Li  Li  lS 

which  a  company  can  afford  to  accept  a  consumer,  if  he  uses  no 
current  at  all.  To  this  amount  must  be  added  the  cost  of  the  ^Y-w 
expenses  for  a  quantity  of  current,  which  at  one  cent  per  ampere-hour 
will  equal  the  (4)  expenses  plus  the  W^w  expenses  for  the  above  quantity 
of  current.  This  is  found  by  dividing  (4)  by  one  minus  the  W-vo  ex- 
penses per  ampere-hour. 

{W^v  X  {l-P) 

(5)  YT  X  (l-P)  =  the  (W-iv)  expenses  per  lamp-hour,  expressed  in 

e  decimals  of  one  cent. 

Hence: 

(6)  liF-f)+lP(W-w)  ,  C-c    ,   .. 
X= L +  lv~  +  ^^ 


(W-w)  e 
TV      ' 

For  residence  lighting  I  give  I  a  value  of  3  for  5  lamps,  4  for  10  lamps, 
5  for  15  lamps,  6  for  20  lamps,  etc.;  because,  if  such  a  consumer  wishes 
to  have  provision  made  for  a  maximum  of  say,  20  lights,  there  would 
seldom  be  over  six  in  use  at  one  time  unless  an  entertainment  were 
taking  place,  in  which  case  other  places  could  be  counted  on  to  cut  off 
enough  lamps  to  make  up  for  the  difference  between  the  estimated  maxi- 
mum and  the  agreed  maximum.  For  the  value  of  Y,  I  add  to  the  in- 
terest account  an  allowance  for  profits,  and  to  the  depreciation  account 
an  allowance  to  provide  for  depreciation,  due  to  the  dropping  in  value 
of  apparatus  and  improvements  in  the  same,  which  may  necessitate 
a  remodeling  of  a  plant  l)efore  the  original  machinery  is  worn  out.  The 
estimated  expenses  of  /,  c  and  w  are  made  zero  and  thus  all  expenses 
are  provided  for.     A  factor  Z  is  introduced  to  allow  for  the  following : 

If  the  maximum  load  would  average,  say  four  hours  each  and  every 
day,  the  allowance  would  not  be  necessary,  because  every  light  con- 
tracted for  as  a  burning  light,  could  then  be  relied  upon  to  earn  sufficient 
to  pay  its  proportion  of  all  expenses.  The  minimum  charge  could 
then  be  made  the  same  as  the  charge  above  from  which  discounts  could 
be  made.  Few  plants,  however,  can  show  a  four-hour  maximum  peak, 
and  the  conditions  of  operation  must  be  met  by  dividing  the  expenses 
not  included  in  the  minimum  charge,  among  the  longer  hour  consumers. 
I  endeavor  to  accomplish  this  and  arrive  at  the  value  of  Z  by  dividing 
the  average  maximum  four-hour  load  in  December  by  the  average 
maximum  four-hour  load  in  July. 

Hence: 


^^+1^^^\4  +  M 


(7)  }'=  Z  ' 


We 
TV 


1- 
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For  a  direct  current  plant,  P  would  be  so  small  that  the  W  expenses 
in  the  numerator  could  be  omitted  in  the  expressions  for  both  X  and  Y. 
By  putting  the  proper  expense  account  under  F,  C  and  W,  and  letting 
I  and  L  refer  to  arc  lamps  or  motors,  rated  in  watts  or  horse-power,  the 
formula  would  be  equally  applicable  to  arc  light  or  power  service. 
e  would  be  energy  in  watts  per  arc  lamp,  or  watts  allowed  per  unit 
adopted  in  motor  service. 

The  above  reasoning  or  formulas  may  not  be  absolutely  without  error 
or  faultless,  but  I  believe  that  they  are,  on  the  whole,  fairly  correct,  and 
the  information  to  be  obtained  therefrom  I  find  very  valuable,  especially 
in  competing  for  long-hour  consumers.  Data  from  various  stations, 
showing  the  expenses  per  lamp,  made  up  of  expenses  that  vary  with  the 
number  of  burning  lamps;  the  expenses  per  consumer,  made  up  of 
expenses  that  vary  with  the  number  of  consumers;  the  expenses  per 
kilowatt-hour,  made  up  of  expenses  that  vary  with  the  station  output; 
and  the  percentage  of  the  output  lost  in  converter  and  line  leakage, 
would  surely  be  as  beneficial  to  managers  as  the  collection  of  data 
showing  the  watts  per  pound  of  coal. 

Tables  made  showing  the  values  of  X  for  different  installations  of  I 
lamps,  give  the  minimum  charge;  and  similar  tables  for  Y  give  the 
charges  above  which  a  company  can  afford  to  make  concessions. 

500 — Rate  Practice. 

The  following,  from  our  form  of  contract,  will  give  the  method  of  selling 

current  adopted  by  our  company: 

First  is  a  statement  showing  the  number  and  size  of  lamps : 

(1)  "Of  which  the  subscriber  agrees  to  burn  not  more  than 

lamps  of  16  candle-power,  or  equivalent  at  any  one  time. 

(2)  "The  subscriber  agrees  to  use  current  during  the  term  of 

year  from  the  time  connection  is  made,  and  pay  therefor  on  or  before 
the  10th  day  of  each  month  at  the  rate  of  one  cent  per  ampere-hour  on 
50-volt  current,  or  two  cents  per  ampere-hour  on  100-volt  current,  as 
may  be  shovni  by  statement  of  the  meter. 

(3)  "The  subscriber  further  agrees  that  the  minimum  amount  to  be 
paid  for  current,  and  the  use  of  the  company's  apparatus,  other  than 
a  meter  of  the  ordinary  size,  under  this  application  and  contract,  shall 

be  % per  year,  averaging  $ per  month,  and  the  company 

may  at  its  option,  render  and  collect  the  minimum  bill  each  month,  in 
which  case,  during  those  months  of  the  year  when  more  light  is  required 
and  consumed  by  him  than  the  minimum  bill,  the  subscriber  will  be 
credited  upon  his  monthly  bills  by  such  an  amount  as  will  equalize  any 
sum  paid  in  excess  of  the  amount  computed  from  the  meter  reading, 
providing,  however,  that  he  has  paid  the  minimum  amount  of  this 
contract  pro-rated  up  to  such  a  date." 

For  consumers  who  are  entitled  to  concessions,  the  following  is  sub- 
mitted for  the  third  clause: 

"In  consideration  of  the  reduced  rates  herein  provided,  the  subscriber 
hereby  agrees  that  the  minimum  amount  to  be  paid  for  current  in  any 
month  shall  be dollars. 
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"The  company  agrees  to  make  discomits  on  bills  paid  before  the  10th 
day  of  each  month  as  follows : 

On  bill  of     2  times  minimum  bill,    5  per  cent. 
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•'The  minimum  charge  in  the  above  case  is  based  on  60  cents  per  lamp 
for  the  first  five  lamps  of  16-cp  or  equivalent,  and  on  30  cents  per  lamp 
for  each  additional  lamp  of  16-cp  or  equivalent." 

Of  course,  this  method  is  not  as  popular  with  short-hour  consumers 
as  the  plan  of  charging  a  fixed  rate  per  unit,  regardless  of  consumption; 
but  the  plan  is,  without  question,  more  equitable  and  just  to  all  con- 
cerned. All  pay  the  increased  expenses  they  cause,  and  in  this  way 
the  long-hour  consumers  are  not  made  to  pay  for  the  losses  otherwise 
caused  by  the  short-hour  consumers.  It  is  also  possible  to  make  con- 
cessions without  encountering  the  dangers  to  be  met  with  in  discounting 
all  bills  of  a  certain  amount  or  over,  as  where  all  bills  of,  say,  $10  per 
month,  or  over,  are  discounted,  a  consumer  having  100  lights  and  a  liill 
of  only  $10  per  month  will  get  a  discount,  whereas  he  should  have 
created  a  bill  of  from  120  to  $30  per  month,  before  he  had  reimbursed 
the  company  for  expenses  actually  incurred  in  order  to  provide  him  with 
light  subject  to  his  voluntary  use. 

The  introduction  of  the  minimum  charge  has  checked  the  rapid  rank 
growth  which  was  bearing  little  fruit  for  the  stockholders,  and  has 
given  in  its  place  a  healthy  and  satisfactory  increase  in  the  company's 
business.  About  one  person  in  one  hundred  will  refuse  to  use  the  light, 
because  he  objects  to  the  minimum  charges,  on  principle.  He  thinks 
he  is  being  compelled  to  pay  something  for  nothing.  A  just  and 
reasonable  man,  however,  will  soon  see  the  fallacy  of  that  argument. 
None  will  connect  unless  they  either  expect  to  use  in  excess  of  the  mini- 
mum charge,  or  consider  the  light  has  sufficient  value  to  make  it  worth 
the  amount  of  the  charge.  A  net  increase  of  about  2,000  lights,  a 
decrease,  with  the  above  lamps  added,  of  about  200  lights  in  the  maxi- 
mum station  load,  and  a  very  satisfactory  increase  in  the  gross  and  net 
revenues  have  been  made  since  the  adoption  of  the  minimum  charge. 


COMMISSION  DECISIONS 

NEW  JERSEY 

224.5— Rates  Fixed  by  Contract. 

WiLDWooD  Water  Works   Company,    Application   of   Rates    to   the 
Borough  or  North  Wildwood.     Decision  of  the  New  Jersey  Board  of 
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Public  Utility  Commissioners,  Holding  that  Contract  Between  the 
Borough  and  the  Company  Does  Not  Prevent  the  AppUcation  of  Rates 
Approved  by  the  Board.    March  24,  1914. 

The  city  of  Wildwood  opposed  the  adoption  of  a  new  sche(hile  of  rates 
filed  by  the  water  works  company  for  service  throughout  Five  Mile 
Beach.  The  Board  stated  that  is  was  desirable  to  have  a  schedule  of 
uniform  rates  throughout  this  community.  The  Borough  of  North 
Wildwood  contended  that  rates  for  service  in  the  borough  were  fixed 
by  contract.  It  was  fountl  that  the  contract  referred  to  had  been  su- 
perseded by  a  later  contract  which  omitted  all  mention  of  rates  to  private 
consumers,  and  it  was  ordered  that  the  rates  be  put  in  effect  as  ap- 
proved by  the  Board. 

The  Board  discusses  the  question  of  its  power  over  rates  fixed  by  con- 
tract as  follows: 

The  borough  maintains  that  inasmuch  as  there  exists  a  contract  be- 
tween the  borough  and  the  water  company  regarding  the  minimum 
and  base  rates  to  be  charged  consumers  in  the  borough  of  North 
Wildwood,  this  Board  is  without  authority  to  order  the  filing  of  a 
schedule  providing  rates  in  excess  of  the  maximum  rates  allowed  in 
said  contract. 

The  Board  does  not  assent  to  this  limitation  of  its  powers  either  to 
fix  rates  or  regulate  service.  Since  the  passage  of  the  acts  creating 
this  Board  and  defining  its  powers,  the  power  of  municipalities  to 
impose  conditions  upon  public  utilities  in  the  exercise  of  franchise 
grants,  and  to  provide  by  contract  respecting  rates  and  service,  is 
suliject  to  the  authority  and  control  of  this  Board  to  fix  rates  and 
regulate  service.  As  was  said  l)y  the  Board  in  the  case  of  Borough 
of  Butler  v.  Butler  Water  Company  (p.  12) : 

"The  contention  is  based  upon  the  terms  of  ordinance  No.  15,  dated 
January  3,  1905,  under  which  the  company  is  operating.  We  are 
not  put  to  the  necessity  of  determining  the  soundness  of  this  conten- 
tion. In  our  judgment  the  provisions  of  this  ordinance  cannot  stand 
in  the  way  of  the  exercise  by  the  Board  of  its  power  to  fix  just  and 
reasonable  rates;  to  set  standards  of  adequate  and  proper  service, 
and  to  establish  just  and  reasonable  practices,  rules  and  regulation. 

"In  so  far  as  the  action  of  this  Board  in  the  exercise  of  these  powers 
contravenes  the  terms  of  the  ordinance,  the  ordinance  provisions 
must  give  way. 

"The  municipality  in  imposing  the  terms  contained  in  the  ordinance 
simply  acted  as  an  agency  of  the  State.  The  Legislature  might  di- 
rectly abrogate,  modify  or  alter,  so  far  as  the  municipality  is  concerned, 
the  terms  imposed  by  the  municipality.  While  the  Legislature  has 
not  done  this  directly,  yet  it  has  by  the  creation  of  this  Board  with 
the  power  stated,  constituted  a  body  whose  orders  in  fixing  just  and 
reasonable  rates,  setting  standards  of  adeciuate  and  proper  service 
and  establishing  just  and  reasonable  practices,  rules  and  regulations 
may  indirectly  have  that  result." 
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This  view  is  supported  by  recent  decisions  of  the  New  Jersey  Supreme 
Court  in  several  cases. 

The  State,  Inhabitants  of  PhiUipsburg  et  al.  v.  Board  of  Pubhc 
Utihty  Commissioners  et  al  (November  Term,  1913). 

Public  Service  Railway  Company  v.  Board  of  Public  Utility  Com- 
missioners et  al.  (November  Term,  1913). 

See,  also, 

Manitowoc   v.    Manitowoc   &    Northern    Traction    Company,    145 

Wis.  13. 

La  Crosse  v.  La  Crosse  Gas  &  Electric  Co.,  145  Wis.  408. 
Milwaukee  Electric  Railway  &  Light  Co.  v.  Railroad  Commission, 
153  Wis.  592. 
State  ex  rel.  v.  Superior  Court,  67  Wash.  49-51. 

While  this  Board  has  the  power  to  fix  rates  and  establish  rules  and 
practices  governing  service  without  regard  to  ordinance  provisions 
or  contracts  between  municipalities  and  utilities,  we  would  not  feel 
disposed  to  exercise  such  power  to  relieve  a  utility  from  the  burden 
assumed  by  such  ordinance  or  contract  in  any  case  where  it  appeared 
that  a  municipality  or  its  inhabitants  would  under  such  ordinance  or 
contract  receive  rates  or  service  more  advantageous  than  this  Board 
would  be  justified  in  ordering,  unless  it  appeared  that  such  ordinance 
or  contract  imposed  terms  involving  such  loss  and  hardship  as  to 
make  it  impossible  for  the  company  to  render  safe,  adequate  and 
proper  service.  A  company  may  agree  to  give  rates  and  service 
upon  terms  that  will  not  accord  to  its  stockholders  a  fair  return  upon 
the  capital  invested.  We  would  not  be  disposed  to  permit  an  in- 
crease of  rates  in  any  case  where  an  agreement  between  a  munici- 
pality and  a  utility  exists,  if  the  only  benefit  from  such  increase  of 
rates  is  an  increase  of  dividends.  In  such  case  the  company  would 
be  presumed  to  have  acted  with  a  knowledge  that  its  earnings  would 
be  reduced  by  such  terms  and  to  be  willing  to  wait  for  adequate  re- 
turns upon  the  investment.  When,  however,  the  effect  of  ordinance 
or  agreement  provisions  is  to  impair  service,  such  provisions  will  not 
be  permitted  to  stand  in  the  way  of  such  order  as  this  Board  deems 
necessary. 

COURT   DECISIONS 

WEST  VIRGINIA 
100— Public  Service. 

WiNGROVE  ET  AL  V.  PuBLIC  SERVICE  COMMISSION  ET  AL.  Suit  Hold- 
ing that  a  Mining  Corporation,  Incidentally  Furnishing  Electric  Service 
is  not  a  Public  Utility.  Decision  of  the  Sufrkme  Court  of  Appeals 
OF  West  Virginia,  Adjudging  that  the  Company  is  a  Public  Utility 
Under  the  Terms  of  the  Law.     April  21,  1914.     81  Southwestern  734. 

The  plaintiffs  in  this  case  petitioned  the  Public  Service  Commission 
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of  West  Virginia  to  compel  the  White  Oak  Fuel  Company  (an  indus- 
trial concern  manufacturing  electricity  for  power  purposes,  and  inci- 
dentally furnishing  it  for  light  to  its  employes  and  various  other  persons) 
to  furnish  service  to  them.  The  commission  held  that  it  had  no  juris- 
diction, since  the  Company  was  not  a  public  utility  under  the  terms 
of  the  West  Virginia  public  utilities  law. 

That  the  electrical  power  plant  is  operated  primarily  as  a  part  of 
the  mining  enterprise,  and  was  not  installed  as  a  public  service 
agency,  is  clear  and  indisputable.  Its  chief  function  is  to  supply 
power  for  running  the  motors,  pumps,  fans,  and  other  mining  machin- 
ery, and  light  to  the  stores  and  offices  maintained  as  part  of  the  en- 
terprise. Upon  the  facts  and  circumstances  disclosed,  it  could, 
no  doubt,  be  safely  said  the  company  would  never  have  installed 
its  plant  for  lighting  service  only,  and  would  not  now  operate  it 
for  that  purpose  alone.  Nevertheless  its  rendition  of  public  service, 
incidental  and  for  accommodation  rather  than  profit  though  it 
may  be,  is  equally  obvious.  If  for  accommodation,  it  is  not  gratui- 
tous. Compensation  is  charged  and  paid,  a  considerable  income 
derived,  and  the  business  is  conducted  in  much  the  same  manner 
as  if  the  plant  were  maintained  and  run  primarily  for  public  service. 
Citizens  not  in  any  way  connected  with  the  company  apply  to  it 
for  the  service;  the  wiring  of  their  buildings  and  fixtures  and  all  these 
demands  have  been  complied  with,  except  in  three  instances  .  .  . 

There  is  no  denial  of  the  ability  of  the  company  to  furnish  these 
parties  light.  It  stands  upon  a  claim  of  right  to  withhold  its  service 
from  any  person,  on  the  ground  that  it  is  not  engaged  in  the  public 
service,  and  its  charter  does  not  authorize  it  to  do  public  service 
business. 

The  lighting  portion  of  this  company's  business  falls  within  the 
letter  of  the  statute  conferring  jurisdiction  and  power  upon  the 
public  service  commission.  Its  jurisdiction  includes  "gas  com- 
panies, electric  lighting  companies  and  municipaUties  furnishing 
gas  or  electricity  for  lighting,  heating  or  power  purposes.''  Chapter 
15o,  Code  of  1913,  sec.  3  (638).  In  the  same  section  public  service 
corporations  are  defined  for  the  purposes  of  the  act,  in  the  following 
terms:  "The  words  'public  service  corporation'  used  in  this  act 
shall  include  all  persons,  association  of  persons,  firms,  corporations, 
municipalities  and  agencies  engaged  or  employed  in  any  business 
herein  enumerated,  or  in  any  other  public  service  business  whether 
above  enumerated  or  not,  whether  incorporated  or  not"  This 
being  true,  no  ground  is  perceived  upon  which  it  can  be  said  to 
have  been  impliedly  excepted  from  such  jurisdiction.  .  .  . 

Its  lack  of  the  power  of  eminent  domain  is  a  mere  inconclusive  cir- 
cumstance. Many  persons  and  firms  engaged  in  the  public  service 
do  not  have  it.  If  concerns  engaged  exclusively  in  water,  light,  and 
gas  service  did  not  possess  it,  they  would  clearly  be  public  service 
concerns  nevertheless.  Many  common  carriers  are  without  power 
to  exercise  this  high  right.     Acceptance  of  practically  all  applica- 
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tions  for  service,  made  by  citizens  of  the  town,  is  a  sufficient  elec- 
tion to  engage  in  the  business  and  manifestation  tliereof,  without 
advertisement  of  the  fact  or  solicitation  of  customers. 

Acquisition  and  retention  of  its  patronage  by  the  company  consti- 
tute an  occupation  of  a  certain  field  in  the  public  service,  into  which 
no  other  concern  or  person  can  safely  enter.  While  it  has  not 
formally  or  in  terms  kept  any  one  else  out,  others  may  be  barred  out 
by  such  occupancy.  Nor  can  it  be  material  that  the  company  reserves 
the  right  to  discontinue  the  service  at  any  time,  or  has  guarded  against 
obligation  on  its  part  to  continue  it  indefinitely  or  at  all.  It  is  now 
devoting  its  property  in  part  to  a  public  function,  and,  in  so  doing, 
has  subjected  it  to  govermnental  regulation  and  control  for  the 
time  being.  "When  private  property  is  devoted  to  public  use,  it 
is  subject  to  pubUc  regulation."  Munn  v.  Illinois,  94  U.  S.  113, 
24  L.  Ed.  77;  Gas  Co.  v.  Lowe  and  Butler,  52  W.  Va.  662,  671,  44 
S.  E.  410.  Its  lack  of  charter  authorization  or  contemplation  can 
not  be  set  up  as  a  defense.  It  cannot  plead  its  want  of  power  while 
persisting  in  the  alleged  ultra  vires  act.  .  .  . 

244— Rehearings  and  Appeal. 

The  court,  in  discussing  the  character  of  the  order  to  be  entered  in 
the  case,  holds  that,  since  the  statute  is  very  indefinite  on  the  subject, 
the  legislature  left  it  in  the  power  of  the  court  to  select  the  appropriate 
writ  and  award  it  against  the  person. 

Under  these  principles  and  conclusions,  the  order  of  the  public 
service  commission  complained  of  will  be  suspended,  and  a  pre- 
emptory  writ  of  mandamus  aw^arded,  commanding  the  White  Oak 
Fuel  Company  forthwith  to  connect  its  lighting  service  wires  with 
the  wires  in  the  houses  of  the  petitioners  Wlngrove  and  Doliff,  in 
the  proceedings  mentioned,  on  their  compliance  with  the  conditions 
prescribed  for  other  patrons  similarly  situated,  and  furnished  them 
and  each  of  them  electricity  from  its  electrical  plant  upon  the  terms 
and  conditions  prescribed  for  other  persons  similarly  situated.  .  .  . 

REFERENCES 
RATES 

410— Cost  of  the  Service. 

Shall  Cost  or  Value  of  Public  Utility  Service  bs  the  Basis  of 
Rates?     Engineering  News,  2  pages,  June  18,  1914,  p.  1372. 

This  takes  issue  with  the  conckisions  propounded  by  the  Rate  Research  Committee 
in  its  annual  report  (See  5  Rate  Research  171),  on  th(>  f2;r()un(ls  that  adjustment 
of  rates  on  the  cost  of  service  basis  is  in  greater  demand  than  adjustment  aceortl- 
ing  to  value  of  service,  and  is  more  tangible  and  definite.  It  is  said  that  it  is 
easier  to  approximate  reasonably  the  cost  of  serving  this  or  that  customer  in  very 
many  cases  than  to  quantitatively  fix  value  or  service  to  each,  for  in  the  former 
case  there  are  wholly  tangible  and  definite  data  to  start  off  with.  It  requires 
good  judgment  still,  but  the  adjusters  are  anchored  to  a  considerable  extent. 
The  report  in  question  shows  how  the  values  may  vary  in  general,  but  it  is  evident 
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that  the  application  of  these  general  principles  to  specific  cases  calls  for  a  high 
degree  of  skill,  a  complete  knowledge  of  local  industrial  and  social  conditions 
and,  with  these,  rare  good  judgment.  These  form  a  combination  too  much  to 
expect  in  a  very  large  munbcr  of  cases.  If  it  be  a  state  conniiission  making  these 
adjustments,  the  geographical  breadth  of  its  work  may  prevent  the  desirable  in- 
timate knowledge  of  local  matters  though  the  members  of  the  (-ommission  may 
have  skill  and  judgment.  Local  mimicipal  commissions  can  be  no  more  success- 
ful because  of  other  limitations.  An  outline  is  given  of  a  suggested  grouping  of 
cost  data  into  fixed,  operating  and  customer  charges.  It  is  said  that  while  there 
may  never  be  entire  agreement  with  regard  to  such  an  allocation,  the  point  is  that 
this  or  some  modified  schedule  can  be  made  which  the  tariff  adjuster  can  follow- 
easier  than  he  can  weigh  values.  The  statement  is  made  that  admittedly  in  fol- 
lowing a  cost-of-service  basis  as  closely  as  possible,  complete  mathematical  ac- 
curacy is  out  of  question;  judgment  must  still  be  used  and  the  division  of  items 
must  be  influenced  by  opinion.  However,  the  debatable  items  would  not  form 
probably  more  than  25%  of  the  total  under  each  part  of  the  basis  for  any  class 
rate.  It  is  said  that  the  great  utility  of  the  value-of-service  theory  lies  in  de- 
ciding how  much  of  the  fixed  charges  can  be  borne  by  the  nonpeak  consumers. 
It  is  pointed  out  that  whatever  form'  is  given  to  the  results  of  a  cost-of-service 
tariff  adjustment,  those  responsible  for  it  may  rest  easy  in  their  ability  to  display 
tangible  fundamental  data,  to  demonstrate  operations  of  an  accuracy  consistent 
with  that  of  the  data,  and  yet  to  give  proper  consideration  to  the  play  of  economic 
values. 

600 — Rate  Bifferentials. 

Rates.     Southwestern  Electrician,  1|  pages,  June,  1914,  p.  16. 

This  discusses  various  points  in  regard  to  rate  making.  Of  rate  differentials,  it 
is  said  that  a  properly  applied  "difTerence  in  rates"  to  consumers  of  different 
"classes  of  use"  is  not  only  of  profit  to  the  utility  but  that  a  proper  "schedule  of 
rates"  based  on  this  idea,  always  has  a  tendency  to  allow  the  utility  to  lower  the 
rate  to  the  consumers  as  a  whole  or  to  such  "classes"  of  them  as  are  equitably 
entitled  to  a  reduction.  This  matter  is  not  fully  comprehended  nor  appreciated  by 
many  of  the  medium  and  smaller  public  utilities — whose  need  in  such  matters  is  often 
greater  than  the  larger  ones — and  it  is  not  comprehended  at  all  by  the  large  major- 
ity of  the  consumers  or  by  the  public  at  large.  In  this  matter  the  public  is  not  to 
blame  if  it  has  not  been  voluntarily  properly  enlightened  and  educated  by  the 
utility.  It  gets  ample  volimtary  mis-education  and  un-enlightenment  from  those 
inimical  to  the  utility.  The  need  of  valuation  and  determination  of  fair  return 
in  rate-making  is  referred  to.  It  is  said  that  there  are,  actually,  only  two  or 
three  allowable  differences  between  "public-utilities"  and  private  businesses  that 
should  make  any  difference  between  a  "valuation"  of  the  property  of  either  or 
that  should  be  allowed  to  affect  their  profits.  These  are:  the  matter  of  "good- 
will", the  matter  of  an  assured  determinate  length  of  "franchise"  or  "charter", 
and  the  allied  matter  of  the  so-called  "local  monopoly  of  supply."  It  is  held  that 
as  long  as  there  is  only  one  public  utility,  of  a  particular  kind,  allowed  by  fran- 
chise in  any  one  community  or  locality,  it  is  evident  that  it  can  not  claim  any 
value  for  its  "good-will";  but  that  the  utility  should  be  compensated  for  the  risk 
involved  in  "franchise  length  of  life";  and  should  not  be  valued  at  a  less  amount 
because  it  has  a  monopoly  in  the  field  it  serves. 

224.5 — Rates  Fixed  by  Contract. 

Contract  and  Franchise  Rates  as  Affected  by  the  Public  Ser- 
vice Commission  Laws,  by  James  V.  Oxtoby.  Presented  at  the  Third 
Annual  Convention  of  the  Michigan  Section  of  the  N.  E.  L.  A.,  June 
17-20,  1914,  14  pages. 

This  is  a  consummate  review  of  the  more  important  court  and  commission  decisions 
on  this  point.  The  conclusions  drawn  are  as  follows:  (1)  All  contracts  entered 
into  between  a  public  utility  and  its  customers  are  subject  to  cancellation  or  revi- 
sion by  a  Public  Service  Commission,  exercising  the  public  power  of  the  State. 
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(2)  A  public  utility  cannot  by  its  conduct  or  course  of  dealing  waive  its  obliga- 
tions to  properly  perform  its  duties,  or  bind  itself  to  continue  in  force  rates  or  prac- 
tices which  are  unreasonable  or  discriminative.  (3)  Rates  named  in  contracts 
entered  into  prior  to  the  enactment  of  Act  No.  106,  P.  A.,  1909  (authorizing  the 
Michigan  Railroad  Commission  to  fix  electric  rates)  are  cancelled  upon  the  filing  by 
the  utility  of  its  rate  schedules  as  required  by  the  orders  of  the  Michigan  Rail- 
road Commission,  when  such  schedules  fix  a  new  and  different  rate  for  the  service. 
(4)  Rates  fixed  by  contract  between  a  public  utility  and  its  customers  are  binding 
only  so  long  as  they  are  in  accordance  with  the  utility's  published  schedule  of 
rates.  When  a  rate  is  filed  and  published  as  reciuired  by  law  it  becomes  the  legal 
rate  to  be  charged  thereafter,  notwithstanding  the  existence  of  outstanding  con- 
tracts, which  contracts  are  thereby  modified  to  that  extent.  (5)  Rates  fixed 
by  a  franchise  are  binding  as  between  the  municipality  and  the  public  utility. 
Whether  or  not  such  rates  are  subject  to  change  directly  or  indirectly  by  legisla- 
tive authority,  where  express  power  is  conferred  upon  the  municipality  to  agree 
upon  rates,  is  open  to  question.  The  courts  have  not  settled  the  question  whether 
the  legislature,  vmder  its  "reserve  power",  has  the  right  to  alter,  amend  or  repeal 
such  franchises  as  it  has  expressly  authorized.  The  courts  have  generally  been 
content  to  hold  that  the  power  conferred  upon  the  municipality  to  agree  upon  the 
rate  was  not  absolute,  and  tJierefore  the  rate  was  subject  to  change.  (6)  Rates 
fixed  by  franchise  may  not  be  changed  by  the  public  utility  alone,  such  as  by  its 
filing  a  new  schedule  of  rates  with  the  Commission.  A  franchise  rate  (if  subject 
to  change  at  all)  may  be  changed  only  by  the  legislature,  or  by  a  Public  Service 
Commission  after  a  hearing.  In  Michigan  electric  rates  fixed  by  franchises  are 
not  affected  by  the  provisions  of  the  Electric  Public  Utility  Law,  (Act  No.  106 
P.  A.,  1909).  (7)  Provisions  in  city  charters  recently  adopted  in  Michigan  under 
the  Home  Rule  Act,  vmdertaking  to  empower  the  city  to  regulate  rates  of  electric 
utilities,  are  void  as  in  conflict  with  the  provisions  of  the  general  law  giving  the 
Railroad  Commission  jurisdiction  of  the  subject  matter. 

610 — Character  of  Service. 

Electric  Coffee  Mills.     Daily  Consular  and  Trade  Reports,  4  pages, 

June  17,  1914,  p.  1642. 

This  contains  information  concerning  the  extent  to  which  electric  coffee  rnills  are 
used  in  the  foUowmg  cities:  Havre,  France;  Athens,  Greece;  Birmingham, 
England;  Liverpool,  England;  Dublin,  Ireland,  and  Rosario,  Argentina.  There 
is  a  discussion  of  the  extent  of  the  general  use  of  electricity  in  these  cities;  and  a 
statement  of  the  rates  at  which  current  is  available  for  coffee  mills. 

450— Value  of  Service  Theory. 

The  Commercial  Development  of  Electricity  Supply  in  Moderate 
Sized  Towns,  by  W.  A.  Vignoles.  Read  Before  the  Incorporated 
Municipal  Electrical  Association,  Birmingham,  England,  June  15-20, 
52  pages. 

This  treats  of  the  problems  to  be  met  with  in  the  supply  of  electricity  in  towns  of 
about  100,000  inhabitants.  Part  1  deals  with  the  question  of  promotion  and 
growth  of  the  business;  part  2,  with  the  question  of  financial  control;  and  part  3, 
with  cost  of  service.  Part  3  considers  the  allocation  of  costs,  and  shows  curves 
for  the  operating  costs,  management  costs,  and  distribution  costs  of  ths  Grimsby 
undertaking,  of  which  the  writer  is  Chief  Electrical  Engineer.  With  reference 
to  the  selling  of  electricity  not  on  the  basis  of  cost  but  on  what  it  will  bring  in 
the  market,  it  is  said  that  this  should  not  be  done  if  it  involves  selling  below  what 
it  costs,  unless:  (1)  it  can  be  shown  that  selling  at  the  proposed  price  will  so 
reduce  costs  that  ultimately  a  profit  will  bo  made;  or  (2)  that,  by  selling  at  a  loss, 
other  business,  which  would  not  otherwise  be  done,  can  be  obtained  upon  which 
the  losses  can  be  made  up.  It  is  said  that  this  proposition  is  not  preliininary  to 
an  attempt  to  show  that  the  energetic  band  known  as  the  "Point  Fives"  arc  sell- 
ing at  too  low  a  price;  on  the  contrary  it  will  be  seen  that  electricity  can  be  sold 
at  their  rates  of  charge  with  great  advantage  to  most  undertakings. 
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INVESTMENT  AND  RETURN 

360 — Depreciation. 

Reserves  for  Depreciation,  by  H.  A.  Fee.  Presented  before  the 
Third  Annual  Convention  of  the  Michigan  Section  of  the  N.  E.  L.  A., 
June  17-20,  1914.    15  pages. 

This  comments  on  the  fact  that  in  the  state  of  Michigan  there  are  no  definite 
rules  for  procedure  in  taking  care  of  future  losses;  and  urges  the  necessity  of  at 
once  adopting  a  definite  and  comprehensive  policy  in  the  accumulating  of  funds 
to  take  care  of  deferred  depreciation,  and  of  evolvmg  a  method  that  will  be  at 
once  a  protection  to  the  investors  and  to  the  public.  The  various  forms  in  which 
depreciation  appears  are  outlined  as  follows:  cumulative  depreciation;  madequacy; 
obsolescence;  disaster;  and  franchise  loss.  It  is  pointed  out  that  the  burden  fall- 
ing upon  rate-payers,  because  of  the  need  to  provide  against  expiration  of  fran- 
chise, is  an  entirely  unnecessary  cost,  and  would  be  obviated  were  an  indetermin- 
ate law,  like  that  of  Wisconsin,  passed  in  Michigan.  There  is  a  discussion  of  the 
usual  methods  of  creating  depreciation  fimds,  and  of  the  advantages  a,nd  disad- 
vantages of  each.  It  is  said  that  the  simplest  method  is  a  combination  of  the 
straight  line  and  sinking  fund  methods  under  which  1/12  of  the  amiual  deprecia- 
tion, as  calculated  on  the  straight  line  method,  is  set  aside  each  month  and  the 
funds  so  accumulated  are  then  handled  so  as  to  yield  the  greatest  earnings  possible 
with  safety.  There  is  a  consideration  of  the  question  of  the  investment  of  re- 
serve funds. 

310 — Valuation. 

Valuation  of  Public  Utilities,  by  Nicholas  S.  Hill.     Presented 

before  the  Municipal  Engineers  of  the  City  of  New  York,  March  25, 

1914.     34  pages. 

This  states  that  the  avoidance  of  personal  preference  for  methods  and  adherence 
to  fundamentals  is  the  most  direct  avenue  to  common  agreement  in  regard  to 
matters  of  valuation.  It  is  said  that  the  science  of  vakiation,  through  the  accre- 
tion of  theories,  has  been  developed  into  a  most  complicated  one,  with  advocates 
of  one  or  another  theory  advancing  each  his  own  with  more  or  less  dogmatic  in- 
tolerance. A  complex  terminology  has  come  into  vogue,  which  has  not  been 
standardized  and  is,  therefore,  more  or  less  confusing  even  among  experts.  Fair 
value  is  defined,  and  the  question  of  methods  to  be  used  in  determining  it  dis- 
cussed. The  distinction  between  the  elements  of  fair  value  which  constitute 
physical  value  and  those  composing  the  intangible  value  is  pointed  out.  It  is 
said  that  the  elements  which  should  be  considered  in  determining  the  physical 
value  are:  Promotion  and  preliminary  cost,  organization  costs,  discoimt  on 
bonds,  interest  and  taxes  during  construction,  working  capital,  investment  in 
physical  plant  and  extension  costs.  There  follows  a  discussion  of  each  of  these 
elements;  of  intangible  value;  of  the  methods  for  determining  fair  value;  of  what  a 
fair  rate  of  return  shall  cover;  of  the  attitude  of  the  Commissions  and  Courts  in 
the  matter  of  rate  of  return;  and  of  the  ordinary  method  of  capitalizing  corpora- 
tions and  its  relation  to  the  fair  rate  of  return. 

373— City  Profit  Sharing. 

Chicago's  Fifty-Five  Per  Cent.  Weher's  Weekly,  4  pages,  June 
20,  1914. 

This  discusses  the  arrangement  whereby  the  City  of  Chicago  gets  55  per  cent  of 
the  surface  traction  profits.  It  is  hehi  that  this  profit,  instead  of  going  into  the 
city's  treasury,  should  be  put  into  improvements  and  betterments  and  hence  bene- 
fit the  fare-payer.  It  is  said  that  the  55  per  cent  "net  pi'ofit"  share  is  nothing 
more  nor  less  than  a  toll  tax  on  the  passenger  who  pays  by  being  forced  to  submit 
to  inadequate  service.     The  first  consideration  is  that  the  best  service  that  a 
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nickel  will  buy  be  given  to  the  fare-payer.  After  that  the  balance  properly  belongs 
to  the  investors,  because  the  City  has  already  been  compensated  for  all  that  it 
supplies  in  traction  service — the  privilege  to  use  the  streets — by  the  excessive 
taxes  paid  on  capital  stock  of  the  Companies,  and  the  large  sums  paid  by  the  Com- 
panies for  paving,  cleaning,  sprinkling  and  repairing  the  spaces  used  in  the  streets 
used  by  them.  The  City  has  no  risk  of  loss;  the  investor  takes  chances,  and,  as 
he  risks  loss,  he  is  entitled  to  possible  gain.  The  entire  scheme  of  the  City's 
participation  in  the  "net  profits"  of  the  Companies  is  inherently  bad.  It  has  no 
authorization  in  law  or  ethics.  And  it  has  worked  out  badly  because  it  has  made 
City  administrations  participate  in  economies  in  street  railway  service  so  that 
theCity  and  Companies  might  both  profit  by  inadequate  service  for  fare-payers. 
And  good  service  is  the  very  first  recjuirement  of  the  law. 

PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation. 

Public  Utility  Doctors  in  Dis.agreement.     Stone  and  Webster,  5h 

pages,  June,  1914,  p.  400. 

This  quotes  the  chief  points  made  by  the  Minnesota  Home  Rule  leagu3  in  its 
recent  pamphlet  on  the  regulation  of  public  utilities  in  Wisconsin  (See  5  R.\te  Re- 
search 92).  It  is  pointed  out  that  the  common  opinion  has  been  that  the  Wiscon- 
sin Railroad  Commission  was  composed  of  msn  of  high  intelligence  and  great 
public  spirit  and  that  it  had,  from  the  start,  taken  its  ta^^k  with  the  utmost  se- 
riousness and  was,  above  all  things,  intent  on  meting  out  exact  justice  to  all  con- 
flicting interests.  It  has  been  a  model  for  other  public  service  commissions,  and 
its  opinions  have  been  accorded  the  highest  respect  by  the  courts  in  all  parts  of 
the  United  States.  It  is  said  that  as  the  personal  character  of  the  members  of 
the  Wisconsin  Railroad  Commission  has  been  accorded  the  high  approval  of  the 
Minnesota  Home  Rule  League,  it  camiot  be  charged  that  its  alleged  one-sidedness 
has  been  due  to  any  moral  defect.  Consequently  if  it  exists  at  all,  it  must  be  due 
to  an  insufficient  investigation  of  the  problems  with  which  it  has  dealt  and  a  lack 
of  intellectual  ability  in  dealing  with  these  problems.  It  is  said  that  the  real 
trouble  may  be  that  it  has  investigated  too  thoroughly  and  used  too  much  intel- 
lectual ability  in  forming  its  opinions.  Apparently  it  has  not  been  sufficiently  a 
priori.  Its  rnethods  have  been  extremely  judicial;  it  appears  to  have  been  ready 
to  listen  as  patiently  to  the  defendant  as  to  the  plaintiflf. 

COURT  DECISION  REFERENCES. 

112 — Franchises. 

East  Boyer  Telephone  Co.  vs.  Incorpor.\ted  Town  of  Vail.  De- 
cision of  the  Supreme  Court  of  Iowa.  ]\Iay  16,  1914.  147  Northwest- 
ern 327. 

The  Company  in  this  case,  after  having  been  granted  permission  by  a  resolution 
of  the  towTi  council  to  run  its  telephone  lines  into  the  town  "by  meeting  with  the 
requirements  of  the  state,  also  Town  of  Vail  laws  regulating  telephone  companies 
rimning  lines  into  town,"  was  refused  a  franchise  by  the  voters  at  a  succeeding 
special  election.  The  company  proceeded  to  run  its  lines  into  the  town,  claiming 
a  right  under  the  resolution  i)assed  by  the  town  council.  The  court  holds  that  the 
company  has  no  right  to  occupy  the  streets. 

Assuming,  as  we  must,  under  the  rule  heretofore  announced  in  this  case,  and 
in  the  Washta  Case  [133  N.  W.  3611,  that  affirmative  action  of  the  voters  was 
necessary  before  a  franchise  could  be  gi-anted  under  sections  775  and  776  of  the 
Code,  the  action  of  the  town  council  was  no  more  than  a  declaration  that  upon 
securing  such  consent  of  the  voters  the  privilege  might  be  exercised. 
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For   statement  of  facts  and   opinions   contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

COMMISSION  DECISIONS 

MISSOURI 

300 — Investment  and  Return. 

Complaint  v.  Springfield  Gas  and  Electric  Company,  Alleging 
that  the  Company's  Rates  for  Electric  Service  Are  Unjust  and  Un- 
reasonable. Decision  of  the  Missouri  Public  Service  Commission, 
Fixing  Rates.     June  23,  1914. 

The  opinion  sets  forth  the  corporate  and  financial  history  of  the  pre- 
decessors of  the  Springfield  Gas  and  Electric  Company,  beginning  with 
the  organization  of  the  Springfield  Gas  Lighting  Company  in  1875,  and 
following  the  various  consolidations  with  other  companies  up  to  the 
organization  of  the  Springfield  Traction  Company  and  the  Springfield 
Gas  and  Electric  Company,  defendants  in  this  case.  All  the  stock  of 
these  companies  is  owned  by  the  Springfield  Railway  and  Light  Com- 
pany, a  holding  company  of  Maine,  and  all  of  the  latter  company's 
stock  is  in  turn  owned  by  the  Federal  Light  and  Traction  Company,  a 
holding  company  of  New  York. 

In  February,  1913,  an  agreement  was  made  between  the  Springfield 
Railway  and  Light  Company,  the  Maine  holding  corporation,  and  the 
Springfield  Gas  and  Electric  Company  and  Springfield  Traction  Com- 
pany, transferring  the  steam  power  plant  to  the  Gas  and  Electric 
Company  for  the  consideration  of  $388,416.  This  consideration  was 
paid  by  certain  entries  on  the  books  of  the  companies.  Later  the 
valuation  of  the  steam  plant  was  increased  and  a  further  book  entry 
was  made  against  the  Springfield  Gas  and  Electric  Company,  making 
the  total  consideration  amount  to  $414,526  and  thus  supplying  a 
conveniently  large  basis  for  the  calculation  of  light  rates.  The  Com- 
mission holds  that  this  attempted  transfer  was  a  palpable  attempt  to 
transfer  a  useless  power  plant  from  the  unprofitable  traction  company 
and  unload  it  upon  the  prosperous  Gas  and  Electric  Company  and  thus 
have  its  value  amortized  out  of  the  earnings  of  the  more  prosperous 
company.  And  the  Commission  holds  that  the  attempted  transfer  and 
sale  while  the  rate  matter  was  pending  was  a  fraud  upon  the  public 
and  therefor  void.  In  the  subsequent  consideration  of  the  case  this 
power  plant  is  treated  as  the  property  of  the  Traction  Company. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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149— Holding  Companies. 

In  considering  the  salarie.s  and  commissions  paid  the  Federal  Company 
the  opinion  states: 

"We  think  because  of  this  situation  [control  by  Federal  Company 
through  Railway  Company  of  Maine]  and  the  very  human  tendency 
of  corporate  greed  of  some  holding  companies  to  'milk'  the  earnings 
of  its  subsidiary  companies  through  'dummy'  directors,  that  it  is 
the  duty  of  this  Commission  to  strictly  limit  the  amount  of  any  such 
charges  which  shall  be  only  for  the  services  rendered  by  such  holding 
company  to  the  lowest  reasonable  charge  for  the  services  actually 
rendered.  *  *  *  The  public  at  Springfield  is  paying  the  salaries 
of  a  competent  manager  and  a  competent  secretary  of  defendant 
companies  who  reside  at  Springfield,  and  we  do  not  think  that  the 
public  should  be  called  upon  to  pay  any  other  'managerial  services' 
or  management  by  'long  distance'  from  the  New  York  office  of  the 
holding  company  in  this  case.  No  charge  should  be  allowed  for 
commissions,  except  for  services  actually  rendered  to  the  company, 
and  that  at  no  higher  cost  than  the  local  company  could  employ  the 
services  of  a  competent  independent  engineer,  provided  that  the 
manager  in  charge  is  not  able  and  competent  to  render  such  service 
to  the  company  himself.  *  *  *  \yp  disallow  any  charge 
whatever  for  'managerial  services.'  " 

Open,  fair,  arm's  length  dealings,  one  with  the  other,  is  stated  to  be 
better  in  the  end  for  interrelated  corporations.  The  deduction  of 
salaries  and  commissions  takes  $18,000  annually  from  operating 
expenses. 

310— Valuation. 

Evidence  was  introduced  at  the  hearing  to  the  effect  that  an  up-to-date 
distributing  system  could  be  built  at  Springfield  for  the  cost  of  $151,266. 
•It  was  noted  also  that  the  assessed  value  of  the  entire  property  of  the 
Gas  and  Electric  Company  for  1911,  was  $150,000,  inclusive  of  the  gas 
department.  It  was  found  that  stock  to  the  amount  of  $500,000  and 
bonus  to  the  amount  of  $277,000  were  issued  on  property  for  which  the 
secretary  of  the  company  testified  $300,000  was  paid.  The  assets  of  the 
Gas  and  Electric  Company  as  shown  by  the  books  are  $865,718.89  for 
the  electric  department.  It  was  observed  that  no  deductions  for 
superseded  property  had  ever  been  made  by  the  company,  and  that 
except  for  an  item  of  $5,666.13,  no  depreciation  had  been  deducted 
during  twenty-nine  years;  and  further  that  $60,000  is  inchuled  as 
franchise  values  of  the  gas  and  electric  property.  The  Conunission 
arrives  at  the  conclusion  that  $270,000  is  the  corrected  original  cost 
of  the  electric  department  of  the  company,  holding  the  amount  for 
which  the  plant  was  transferred  upon  the  books  of  the  company,  .$414,526, 
to  be  entirely  too  large. 
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312.8^Discarded  Property. 

In  view  of  the  fact  that  the  Springfiekl  Gas  and  Electric  Company 
and  the  Sprino-field  Traction  Company  have  a  contract  w^ith  the  Ozark 
Power  and  Water  Company,  calUng  for  the  furnishing  of  electric 
energy  to  the  Springfield  companies,  and  a  supplementary  agreement 
whereby  the  Ozark  Company  agrees  to  furnish  break  down  service 
from  the  Empire  District  Electric  Company,  complainants  contention 
that  no  necessity  exists  for  an  auxiliary  steam  plant  at  Springfield  is 
upheld,  the  evidence  failing  to  convince  the  Commission  that  any  part 
of  the  steam  plant  at  Springfield  is  used  or  useful  for  the  public,  and  it  is 
not  taken  into  consideration  in  allowing  a  valuation  upon  which  the 
return  is  to  be  based. 

315.1— Going  Value. 

Defendant  companies  claimed  that  the  business  had  a  distinct  "going 
value"  of  between  $60,000  and  .$137,900 — based  upon  the  earnings 
of  the  present  plant.  The  Commission  holds  that  a  distinction  is  to 
be  made  in  the  valuation  of  the  properties  of  public  utilities  for  the 
purpose  of  sale  or  condemnation,  which  is  known  as  exchange  value, 
and  a  valuation  for  rate  making  purposes.  No  proof  was  offered 
tending  to  show  that  the  company  suffered  early  losses,  but  the  record 
disclosed  much  evidence  indicating  that  the  early  losses,  if  any,  have 
long  since  been  recouped  through  excessive  rates,  and  that  the  alleged 
earnings  have  been  from  the  electric  department  and  the  losses,  if  any, 
from  the  gas  and  street  railway  department.  It  is  the  duty  of  the 
company  to  show  by  competent  proof  that  losses  have  been  incurred, 
and  applying  the  distinction  between  sale  and  condemnation  cases  and 
rate  making  cases  no  separate  and  distinct  item  for  going  value  is 
allowed  in  this  case,  but  the  Commission  takes  "into  account  the  fact 
that  the  plant  was  in  successful  operation"  in  fixing  the  fair  value  for 
rate  making  purposes. 

340— Rate  of  Return. 

The  Commission  in  arriving  at  the  rate  of  return  to  be  allowed  states 
that  six  per  cent  is  the  legal  rate  of  interest  in  this  State  and  by  contract 
the  rate  may  not  exceed  eight  per  cent;  holding  that  seven  per  cent  is  a 
just  net  return  on  property  invested  in  public  utilities.  The  rate  of 
return  must  be  determined  from  the  facts  of  each  case. 

360 — Depreciation. 

Under  the  pro\isions  of  the  Public  Service  Commission  Law,  the 
Commission  is  empowered  to  determine  what  amount  shall  be  set 
aside  to  cover  depreciation.  The  pubUc  utility  is  entitled  to  earn  a 
sufficient  sum  to  provide  not  only  for  current  repairs  but  to  make  good 
the  depreciation  and  replacing  of  parts  w^ien  they  come  to  an  end  in 
their  u.sefulness.  For  this  purpose  the  Commission  makes  an  allowance 
of  five  per  cent  of  the  present  fair  value  of  the  property. 
The  opinion  also  states  that  the  citizens  of  Springfield  are  entitled  to 
good  and  adequate  electric  service  and  to  receive  the  benefits  of  their 
natural  location,  if  any  there  be,  and  should  partake  of  the  advantages 
in  the  reduction  of  the  cost  of  hydro-electric  energy. 
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On  the  basis  of  previous  earnings  and  expenses,  the  gross  earnings  of  the 
company  for  1913  was  determined  as  $183,909  and  operating  expenses 
as  $80,000. 

In  conclusion,  the  Commission  finds  as  a  fact  that  the  fair  present 
value  for  determining  reasonable  and  just  rates  in  this  case  of  all  of  the 
property  of  the  electrical  department  of  defendant  Gas  and  Electric 
Company,  as  of  date  September  30,  1913,  is  the  sum  of  $300,000,  which 
sum  formed  the  basis  for  determining  reasonable  and  just  rates.  The 
Commission  found  the  rates,  as  a  matter  of  fact,  of  the  Springfield  Gas 
and  Electric  Company  for  electric  energy  to  be  unjust  and  unreasonable; 
the  schedule  of  rates  in  force  to  be  unjustly  discriminatory  and  unduly 
preferential,  and  that  rates  should  be  fixed  upon  a  sliding  scale  with 
maximum  prices  for  the  various  amounts  of  electric  energy  furnished 
to  customers.  For  the  purpose  of  classification,  consumers  are  divided 
into  four  classes:  (1)  residence  lighting;  (2)  general  lighting;  (3)  general 
power;  and  (4)  large  light  and  power.  Other  classes  or  subdivisions  of 
the  above  classes  are  reserved  for  future  action  should  the  occasion 
arise. 

The  Commission  found  that  the  operating  revenue  for  1913  was  esti- 
mated at  $185,900;  operating  expenses,  allowance  for  contigencies  and 
depreciation  and  return  on  investment  as  corrected,  $116,000,  which 
justifies  a  reduction  of  thirty-seven  per  cent  below  the  1913  revenue. 

Analysis  of  consumers'  bills  for  September,  1913,  discloses  an  average 
rate  of  $.0969  per  kilowatt  hour — an  average  power  rate  of  $.055  and 
an  arc  lamp  rate  of  $.058. 

720— Rate  Schedules. 

The  rates  prescribed  are  the  maximum  rates  permitted,  and  are  to  be  in 
force  for  a  period  of  three  years  from  July  1,  1914,  and  thereafter  until 
changed  or  abrogated  by  the  Commission. 


RESIDENCE  LIGHTING. 

Available  for  actual  residence  consumers  only. 

Rate. 

8  cents  per  kilowatt-hour  for  the  first  thirty  hours  use  of  the  maximum  demand. 
5  cents  per  kilowatt-hour  for  all  excess  use. 

Determination  of  Demand. 

Maximum  demand  is  assumed  to  be  one  half  of  the  connected  load. 

Prompt  Payment  Discount. 

10  per  cent  on  all  bills  paid  before  the  10th  of  the  month. 

Minimum  Charge. 

75  cents  per  month  per  meter. 
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GENERAL  LIGHTING. 

Available  for  all  lighting  except  residence  consumers. 

Rate. 

8  cents  per  kilowatt-hour  for  the  first  thirty  hours'  use  of  the  maximum  demand. 
5  cents  per  kilowatt-hour  for  the  next  sixty  hours'  use  of  the  maximum  demand. 
3^  cents  per  kilowatt-hour  for  all  excess  use. 

Determination  of  Demand. 

Maximum  demand  is  assumed  to  be  thi'ee-fourths  of  connected  load. 

Prompt  Payment  Discount. 

10  per  cent  on  all  bills  paid  before  the  10th  of  the  month. 

Minimtmi  Charge. 

5  cents  per  month  for  each  60  watt  or  equivalent,  comaected,  with  no  charge 
less  than  $1.00. 

GENERAL  POWER. 

Available  to  all  power  consumers. 

Rate. 

8  cents  per  kilowatt-hour  for  the  ffrst  thirty  hours'  use  of  the  maximum  demand. 
5  cents  per  kilowatt-hour  for  the  next  sixty  hours'  use  of  the  maximum  demand. 
3§  cents  per  kilowatt-hour  for  all  excess  use. 

Determination  of  Demand. 

Maximum  demand  is  assumed  to  be  the  connected  load. 

Prompt  Payment  Discount. 

10  per  cent  on  all  bills  paid  before  the  10th  of  the  month. 

Minimum  Charge. 

75  cents  for  each  kilowatt  of  connected  load. 


LARGE  LIGHT  AND  POWER. 

Available  to  all  consumers  willing  to  guarantee  a  maximum  demand  of  ten  kilowatts. 

Rate. 

7  cents  per  kilowatt-hour  for  the  first  thirty  hours'  use. 

4  cents  per  kilowatt-hour  for  the  next  thirty  hours'  use. 
3  cents  per  kilowatt-hour  for  the  next  sixty  hours'  use. 
2.2  cents  per  kilowatt-hour  for  all  excess  use. 

Determination  of  Demand. 

Maximum  demand  is  determined  by  demand  meter  or  other  exact  method. 

Prompt  Payment  Discount. 

5  per  cent  on  all  bills  paid  before  the  10th  of  the  month. 

Minimiun  Charge. 

.$1.00  per  kilowatt  of  maximum  demand. 
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STREET  LIGHTING. 
Rate. 

$60.00  per  enclosed  arc  lamp  7.5  ampere  series,  per  year,  operated  on  moon- 
light schedule. 

$6.00  per  incandescent  40-watt  lamp  per  year,  operated  from  dusk  imtil  eleven 
o'clock  each  night. 

Terms  and  Conditions. 

Incandescent  light  only  available  when  arrangements  have  been  made  for  the 
use  of  fifty  or  more  such  lights,  covering  not  to  exceed  five  city  blocks  for 
each  fifty  lights  or  fraction  thereof. 

720— Rate  Schedules. 

Public  Service  Company  of  Northern  Illinois  has  been  authorized 
by  the  Illinois  State  Utilities  Commission  to  make  certain  reduc- 
tions in  its  Rate  A,  General  Lighting  Service,  effecting  various  cities 
and  towns.     Order  No.  2639,  approved  June  19,  1914. 

Rate. 

Effective  July  1,  1914. 

14  cents  per  kilowatt-hour  for  the  first  30  hours'  use  of  maximum  demand. 
8  cents  per  kilowatt-hour  for  all  excess  use. 

Effective  September  1,  1914. 

13§  cents  per  kilowatt-hour  for  the  first  30  hours'  use  of  maximum  demand. 
8    cents  per  kilowatt-hour  for  all  excess  use. 

Effective  March  1,  1915. 

13  cents  per  kilowatt-hour  for  the  first  30  hours'  use  of  maximum  demand. 
8  cents  per  kilowatt-hour  for  all  excess  use. 

Prompt  Pajonent  Discount. 

1  cent  per  kilowatt-hour  if  paid  in  10  days. 

129 . 1 — Discrimination . 

Complaint  v  Bethlehem  City  Water  Company,  Alleging  Discrimi- 
natory Charges  in  Favor  of  Customers  in  Districts  where  the  Com- 
pany is  Furnishing  Service  in  Competition  with  Municipal  Plant. 
Decision  of  Pennsylvania  Public  Service  Commission,  Holding 
that  the  Discrimination  Is  not  Unjust  and  Permitting  the  Company 
to  Continue  the  Difference  in  Charges.     June  2,  1914. 

The  complaint  sets  forth  that  the  company  "charges  two  different 
prices  for  the  same  service  in  the  same  borough."  The  published 
rates  of  the  respondent  provide  for  a  25  per  cent  discount  on  h\\h  paid 
within  thirty  days  from  date  of  bill,  and  for  an  additional  discount  of 
15  per  cent  to  customers  on  certain  streets  in  West  Bethlehem  enumer- 
ated in  the  schedule  as  published. 

West  Bethlehem  was  originally  the  village  of  Hanover  in  Lehigh 
County.  The  respondent  extended  its  water  mains  to  this  village 
and  began  to  supply  water  to  it  February,  1886.  The  village  was 
subsequently  incorporated  as  the  Borough  of  West  Bethlehem  and 
was  consolidated  with  Bethlelunn  in  Northampton  (.ounty,  August 
16th,  1904.     The  Botough  of  Bethlehem  has  its  own  water  plant.  .  . 


Rate     Research  217 


In  1913  the  Borough  of  Bethlehem  extended  its  water  mains  to  West 
Bethlehem,  laying  them  upon  the  streets  which  have  been  above 
designated,  and  proposed  to  supply  water  at  rates  lower  than  those 
of  the  respondent.  Thereupon  the  respondent  as  a  matter  of  self 
protection  and  in  order  to  meet  the  competition,  made  the  addi- 
tional discount  of  15  per  cent  for  prompt  payment  to  consumers 
along  the  streets  which  have  been  described.  There  was  no  evi- 
dence to  show  and  it  was  not  contended  that  the  rates  established 
by  respondent  were  excessive  or  unreasonable.  It  was,  however, 
contended  that  the  additional  discount  of  15  per  cent  for  prompt 
payment  allowed  to  consumers  on  one  street  and  not  to  consumers 
on  another  street,  only  a  square  away,  constituted  a  discrimination 
within  the  prohibition  of  paragraph  "a,"  Section  8  of  the  Act  of 
July  26th,  1913.  The  persons  benefitted  by  this  discount  number 
one  hundred.  The  total  number  of  customers  of  the  respondent 
company  in  West  Bethlehem  is  nine  hundred  and  fifty-seven. 

The  question  raised  under  the  facts  so  found  is  whether  or  not  the 
additional  discount  allowed  to  certain  consumers  and  not  to  all  is 
such  a  discrimination  as  the  Act  of  1913  was  intended  to  prevent. 
There  is  much  of  merit  in  the  position  of  the  respondent.  It  has 
invested  large  sums  in  its  plant  and  has  for  thirty  years  at  least 
supplied  the  people  with  a  necessity  of  life  without  any  return  made 
to  its  stockholders.  It  now  finds  the  territory  it  had  occupied  in- 
vaded and  its  rates  presumed  to  be  reasonable,  in  the  absence  of 
evidence  to  the  contrary,  assailed.  It  will  be  observed  that  the 
greater  or  lesser  compensation  forbidden  by  the  Act  of  1913  is  that 
of  a  charge  "for  a  like  and  contemporaneous  service  under  substan- 
tially similar  circumstances  and  conditions."  While  it  is  mani- 
festly the  purpose  of  the  Act  that  public  service  companies  should 
be  supervised  and  controlled,  and  that  everything  in  their  conduct 
unreasonable  or  unfair  should  be  prevented,  there  is  nothing  to  indi- 
cate any  intention  to  destroy  vested  interests  or  to  hamper  the 
proper  exercise  of  the  powers  conferred  upon  such  companies. 

In  the  case  of  Hoover  vs.  Pennsylvania  Railroad  Company,  156 
Penna.  220,  the  Supreme  Court  of  Pennsylvania  in  construing  the 
Act  of  June  4th,  1883,  permitted  a  charge  of  a  lower  rate  of  freight 
upon  coal  transported  to  a  manufacturing  establishment  from 
which  the  railroad  received  manufactured  goods  for  transportation 
than  to  a  coal  dealer.  The  court  said  the  Act  "prohibits  only  dis- 
crimination which  is  undue  or  unreasonable  and  the  prohibited 
discrimination  is  further  limited  by  the  consideration  that  it  must 
be  for  a  like  service  from  the  same  place  upon  like  conditions  and 
under  similar  circumstances.  If,  therefore,  the  discrimination  in  a 
given  case  is  upon  conditions  which  are  not  like  and  circumstances 
which  are  not  similar  the  Act  is  inapplicable."  It  has  been  held 
that  in  determining  the  question  as  to  discrimination  in  railroad 
rates  under  the  terms  of  the  Interstate  Commerce  Act  the  fact  of 
competition  is  material  for  consideration.  In  Railroad  Company 
vs.  Behlmer,  175  U.  S.  p.  671,  it  was  said  "all  competition  provided 
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it  possessed  the  attributes  of  producing  a  substantial  and  material 
effect  upon  traffic  and  rate  making  was  proper  under  the  statute 
to  be  taken  into  consideration,"  and  in  181  U.  S.  Reports  p.  18,  it 
was  said  "the  only  principle  by  which  it  is  possible  to  enforce  the 
whole  statute  is  the  construction  adopted  by  the  previous  opinions 
of  this  Court,  that  is,  that  competition  that  is  real  and  substantial, 
and  exercises  a  potential  influence  on  rates  to  a  particular  point 
brings  into  play  the  dissimilarity  of  circumstance  and  condition 
provided  by  the  statute,  and  justifies  the  lesser  charge  to  the  more 
distant  and  competitive  point  than  to  the  nearer  and  non-com- 
petitive place,  and  that  this  right  is  not  destroyed  by  the  mere  fact 
that  incidentally  the  lesser  charge  to  the  competitive  point  may 
seemingly  give  a  preference  to  that  point  and  that  greater  rate  to 
the  non-competitive  point  may  apparently  engender  a  discrimina- 
tion against  it." 

In  the  present  case  with  respect  to  the  streets  to  whose  residents 
the  greater  discount  was  allowed  by  the  respondent,  there  was 
competition  of  a  serious  character.  To  these  residents  another 
supply  was  offered  at  lower  rates.  The  undisputed  testimony  is 
that  it  was  necessary  ''to  meet  their  rates  or  lose  the  business  en- 
tirely." To  lose  the  business  would  be  to  render  valueless  the  invest- 
ment in  that  part  of  the  plant.  The  competition  was  the  more 
threatening  because  of  the  fact  that  it  has  the  strength  and  power 
of  the  municipality  to  support  it.  As  to  what  constitutes  such 
competition  as  will  create  a  dissimilarity  of  circumstances  and 
conditions  must  be  determined  from  the  facts  of  each  case  as  it 
arises.  After  giving  careful  consideration  to  the  ascertained  facts 
and  the  situation  as  it  exists  in  West  Bethlehem,  it  is  our  conclusion 
that  such  dissimilarity  between  the  conditions  upon  the  streets 
named  and  the  others  exist  as  to  make  the  prohibition  of  the  statute 
inapplicable.  It  follows  that  the  complaint  should  be  dismissed  and 
it  will  be  so  ordered  .  .  . 

139.9— Deposits. 

Complaint  v.  the  Public  Service  Gas  Company,  Alleging  that  the 
Company's  Action  in  Discontinuing  Service  to  Consumer  Was  Un- 
reasonable. Decision  of  the  New  Jersey  Board  of  Public  Utility 
Commissioners,  Ordering  the  Company  to  Change  its  Rule  and  Practice 
in  the  Matter.     April  20,  1914. 

The  respondent  company  discontinued  service  to  a  customer  who  had 
failed  to  pay  a  bill  for  gas  within  the  time  specified  in  the  company's 
rule.  The  company  gave  one  day's  notice  and  the  service  was  discon- 
tinued. It  is  contended  that  this  action  of  the  company  was  unreason- 
able in  that  the  complainant  had,  for  five  years  past,  a  deposit  of  five 
dollars  with  the  company  to  guarantee  payment  of  bills  for  gas  supplied. 

No  question  is  raised  as  to  the  reasonableness  of  the  rule  requir- 
ing the  deposit,  nor  as  to  the  amount  of  such  deposit.  The  sole 
question  raised  is  as  to  the  reasonableness  of  the  practice  of  the  com- 
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pany  in  discontinuing  service  when  the  deposit  is  more  than  sufficient 
to  pay  all  outstanding  charges. 

To  determine  this  question  it  is  necessary  to  inquire  into  the  nature 
of  the  deposit  and  the  reasons  which  justify  its  exaction.  These  are 
discussed  in  the  case  decided  by  the  Board  in  February,  1914,  in- 
volving the  reasonableness  of  the  rule  of  the  Easton  Gas  Works  re- 
quiring deposits  [5  Rate  Research  25].  In  that  case  the  Board 
said : 

"In  determining  the  reasonableness  of  the  impunged  rule  it  is  neces- 
sary to  distinguish  the  advance  deposit  required  by  such  a  rule  from 
a  minimum  charge,  a  service  charge,  a  meter  rent,  an  insurance  fund 
to  insure  the  integrity  of  the  meter,  and  the  base  rate  for  metered 
gas  or  electric  current.  The  sole  function  of  the  advance  deposit  is 
to  insure  the  payment  of  service  whose  amount  cannot  be  known  in 
advance." 

The  fund  is  held  to  answer  the  default  of  the  consumer,  and  whenever 
the  consumer  defaults  in  payment  the  fund  may  be  resorted  to.  Its 
exaction  cannot  be  justified  on  any  other  ground.  Persons  with 
credit  and  financial  standing  are  not  required  to  make  a  deposit. 
If  the  fund  could  be  regarded  otherwise  than  an  answerable  for  the 
default  of  the  consumer,  it  would  be  necessary  for  the  company  to 
reduce  its  claim  to  judgment  and  levy  on  the  fund.  Clearly  the 
fund  occupies  no  such  position.  It  is  a  sum  of  money  in  the  com- 
pany's hands,  which  is  answerable  for  the  payment  of  the  consumer's 
account,  whenever  there  is  default  in  the  payment  thereof  in  the 
ordinary  course.  In  this  view  the  company  should  have  applied  so 
much  of  that  fund  as  was  required  to  cancel  complainant's  charge  for 
gas  consumed. 

In  this  situation,  with  complainant's  debt  extinguished,  is  one  day's 
notice  of  a  purpose  to  discontinue  service  reasonable? 

We  think  not.  The  company  is  not  required  to  furnish  gas  at  a  risk 
of  loss  from  non-payment.  Whenever  it  become  necessary  to  have 
recourse  to  the  guarantee  deposit  the  company  is  justified  in  regard- 
ing the  consumer  as  of  doubtful  responsibility  and  in  protecting  itself 
from  the  danger  of  future  non-payment.  But  while  it  still  has  in 
hand  more  money  of  the  customer  than  is  required  to  meet  current 
accounts,  summary  discontinuance  of  service  is  not  warranted.  In 
the  judgment  of  the  Board  the  company  would  be  warranted  in  giv- 
ing notice  to  the  customer  to  restore  the  deposit  to  the  original 
amount  within  a  reasonable  time,  or,  in  case  of  failure  to  so  renew 
the  deposit,  that  the  account  would  be  closed  and  the  deposit  re- 
turned, after  deducting  all  service  charges  to  that  date. 

The  company  urged  that  transferring  so  much  of  the  fund  as  would 
satisfy  debts  due  would  entail  increased  bookkeeping.  This  is  un- 
doubtedly true.  It  must  not  be  overlooked,  however,  that  the  com- 
pany is  debtor  to  the  consumer  to  the  amount  of  the  deposit  and 
that  its  possession  renders  the  company's  account  secure,  and  such 
bookkeeping  as  is  entailed  is  required  by  the  business  of  the  company. 
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REFERENCES 
COURT  DECISION   REFERENCES. 

810 — Municipal  or  Local  Regulation  of  Utilities. 

United  Fuel  and  Gas  Company  vs.  Commonwealth.     Decision  of  the 
Court  of  Appeals  of  Kentucky  May  15,  1914.     166  Southwestern  783. 

The  company's  rates  for  gas  were  lower  for  customers  who  signed  a  five-j-ear  con- 
tract than  for  those  who  did  not.     The  citj'  council  passed  an  ordinance  making 
discrimination  unlawful,  and  fixing  a  fine  for  violation  of  the  ordinance.     The  Court 
holds  that  the  ordinance  is  void  for  want  of  authority  in  the  city  to  make  it. 
There  is  nothing  in  the  act  [Section  3639,  K3^  St.,  governing  cities  of  the  fifth 
class],  giving  the  city  any  power  to  make  ordinances  imposing  fines  upon  cor- 
porations who  discriminate  improperly  between  their  patrons.     The  ordinance 
granting  the  franchise  is  a  contract  between  the  city  and  the  grantee  of  the 
franchise;  and  one  party  to  a  contract  cannot,  by  his  act,  impose  a  fine  upon 
the  other  party  for  a  violation  of  the  contract,  in  the  absence  of  some  legis- 
lative authority  to  do  so. 

129.3 — Refusal  of^Service. 

State  ex  rel.  Scotillo  et  al.  v.  Water  Supply  Co.  of  Albuquerque. 

Decision  of  the  Supreme  Court  of  New  Mexico.     April  28,   1914. 

140  Pacific  1056. 

The  complainant  in  this  case  rented  a  building  of  a  landlord,  who  contracted  to 
furnish  him  with  water.  The  landlord,  however,  became  delinquent  in  his  pay- 
ments to  the  Water  Company,  whereupon  the  company  turned  off  the  water  and 
took  out  the  meter.  The  complainant  then  signed  a  new  lease,  whereby  he  agreed 
to  pay  the  water  rent,  and  made  application  to  the  company  for  service,  assuring 
them  of  his  willingness  to  abide  by  the  rules  and  regulations  of  the  company,  etc. 
The  company  refused  however  to  render  the  service  until  the  bill  owed  by  the  land- 
lord was  paid.  The  lower  court  granted  a  writ  of  mandamus,  to  compel  the  com- 
pany to  furnish  service  to  the  complainant.  This  decision,  however,  reverses 
that  of  the  lower  court,  and  holds  that  the  company's  action  is  reasonable. 

112 — Franchises. 

State  ex  rel  City  of  Milwaukee  vs.  Milwaukee  Electric  Ry.  & 
Light  Co.  Decision  of  the  Supreme  Court  of  Wisconsin  Mav  1, 
1914.     Dissenting  Opinion  May  18,  1914.     147  Northwestern  232.  ' 

This  is  a  suit  for  mandamus  to  compel  the  company  to  pave  the  space  beneath  its 
road-bed  with  asphalt,  the  material  with  which  the  city  had  paved  the  rest  of  the 
street.  The  ordinance  under  which  the  company  was  doing  business  provided  as 
follows: 

"It  shall  be  the  duty  of  said  railway  company  at  all  times  to  keep  in   good 

repair  the  roadway  between  the  rails  and  for  one  foot  on  the  outside  of  each  rail 

as  laid,  and  the  space  between  the  two  inside  rails  of  its  double  tracks  with  the 

same  material  as  the  city  shall  have  last  used  to  pave  or  repave  these  spaces 

and  the  street  previous  to  such  repairs,  unless  the  said  railway  company  and 

board  of  public  works  of  said  city  shall  agree  upon  some  other  material,  and  said 

company  shall  then  use  the  material  agreed  upon." 

The  company  averred  its  willingness  to  pave  with  cedar  blocks,  which  was  the 

material  previously  used;    but  the  city  seeks  to  compel  the  use  of  asphalt.     The 

Court  holds  that,  in  the  absence  of  any  ordinance  requiring  asphalt  paving,  the 

company  may  pave  with  cedar  blocks,  providing  that  this  is  consistent  with  the 

condition  of  good  repair,  required  by  the  franchise;  and  that  the  procedure  of  the 

city  should  be  to  prescribe  by  ordinance  the  duty  of  the  company  to  keep  this 

zone  in  repair  by  paving  with' asphalt. 
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Three  of  the  judges  in  a  dissenting  opinion,  hold  that  the  franchise  requires  the 

company  to  repair,  but  not  repave;  and  that 

the  logical  result  of  this  decision  ...  is  that  no  contract,  with  regard  to 
paving,  can  be  entered  into  between  the  city  and  the  railway  company  under 
the  terms  of  Section  1862,  Stats.,  which  the  city  may  not  abrogate  at  any  time 
by  passing  an  ordinance  to  that  effect. 

112 — Franchises. 

City  of  Colorado  Springs  v.  Pike's  Peak  Hydro-Electric  Co. 
Decision  of  the  Supreme  Court  of  Colorado.  May  4,  1914.  140 
Pacific  921. 

The  franchise,  under  which  the  Company  operated,  required  among  other  things, 
that  it  furnish  the  city  such  arc  lights  as  it  might  need,  at  a  certain  rate  per  light; 
that  it  furnish  a  certain  number  of  incandescent  lights  and  arc  lights  for  city 
buildings  free  of  cost;  and  that  it  furnish  to  the  city  free  of  cost  such  electrical 
power  not  exceeding  50  horse  power,  as  the  city  should  need  for  "mimicipal  pur- 
poses"; and  finally  that  it  should  sell  to  the  city,  at  the  price  it  made  to  the  most 
favored  of  its  customers,  such  power  beyond  50  horse  power,  as  the  city  should 
require  for  municipal  purposes. 

The  city  eventually  gave  notice  to  the  company  that  within  90  days  it  desired 
to  be  furnished  with  power  in  excess  of  50  horse  power,  to  the  amount  of  10,000 
kilowatt  hours  per  day.  This  power  it  proposed  to  distribute  and  sell  for  electric 
lighting  purposes  throughout  the  city;  and  it  proposed  to  purchase  the  power  at 
.585  cents,  which  was  the  charge  made  by  the  company  to  the  Colorado  Springs 
Electric  Co.,  the  company  then  supplying  the  city  with  electricity  for  lighting 
purposes.  The  company  then  declined  to  concur  with  the  city's  demands,  averring 
that  the  power  was  not  desired  for  "municipal  purposes"  within  the  meaning  of 
the  franchise;  and  that  such  a  demand  was  contrary  to  the  terms  of  the  franchise 
whereby  the  company  was  required  to  furnish  arc  lights  to  the  city.  This  decision 
reverses  the  decision  of  the  district  court,  which  was  in  favor  of  the  company; 
and  holds  that  the  company  must  sell  the  amount  of  power  the  city  has  demanded. 

513.9— Step  Meter  Rate. 

McRae  v.  Water  Supply  Co.  of  Albuquerque.     Decision  of  the  Su- 
preme Court  of  New  Mexico.     April  28,  1914.     140  Pacific  1065. 
The  company's  franchise  fixed  water  rates  as  follows: 

"Meter  rates  to  consumers  during  the  continuance  of  this  franchise  shall  not 
exceed  the  following  rates: 

200  gallons  or  less  daily,  per  1,000  gallons $.35 

Over     200  and  less  than       600  gallons  daily,  per  1,000  gallons 30 

Over     600  and  less  than    1,500  gallons  daily,  per  1,000  gallons 27J 

Over  1,500  and  less  than    3,000  gallons  daily,  per  1,000  gallons 25 

Over  3,000  and  less  than  10,000  gallons  daily,  per  1,000  gallons 20 

All  other  rates  to  be  special."    .   .    . 

The  customer  in  the  case  interpreted  this  to  mean  that  if  the  amount  consumed 
was  less  than  200  gallons  daily,  a  charge  of  35  cents  per  1,000  was  correct;  but  if 
more  than  200  gallons  and  less  than  600  gallons  were  used  daily,  even  though  it 
amounted  to  but  201  gallons  per  day,  the  price  should  be  30  cents  per  1,000  gal- 
lons, etc. 

The  company  on  the  other  hand  contended  that  the  charge  should  be  made  as 
follows:  35  cents  per  1,000  gallons  for  the  first  200  gallons  or  less  used  daily;  30 
cents  per  1,000  gallons  for  the  excess  over  200  and  less  than  600  gallons  daily;  27| 
cents  per  1,000  gallons  for  the  excess  over  600  and  less  than  1,500  gallons  daily, 
and  so  on  through  the  schedule  of  rates  fixed  by  the  franchise. 

The  court  holds  that  the  customer's  interpretation  is  correct. 
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INVESTMENT  AND  RETURN 

311.3— Present  Value. 

'Present  Value"    Misleading,    by   L.   N.   Whitney.     An    Address 


Delivered  before  the  Telephone  Society  of  Indiana.  Public  Service 
Regulation,  2f  pages,  June,  1914,  p.  346. 

The  writer  states  that  what  we  have  been  in  the  habit  of  calling  the  "present" 
value  of  a  property,  that  is,  the  "replacement"  vahie,  less  the  proper  deprecia- 
tion reserve,  is  misleading;  for  the  real  present  value  of  a  property  obviously 
cannot  possibly  be  dependent  upon  a  reserve.  This  real  present  vahie,  how- 
ever, is  difficult  to  obtain  and  probably  the  value  which  we  have  been  in  the 
habit  of  calling  "present"  value  may  best  be  used  as  a  basis  for  a  proper  return. 
It  would  be  less  misleading  if  we  were  to  call  it  the  "reserve"  value;  it  being,  a^s 
stated  before,  the  replacement  value  less  the  proper  depreciation  reserve.  It  is 
stated  that  the  stockholders  of  a  company  are  entitled  to  a  return  on  such  parts 
of  the  property  as  they  have  produced;  in  addition,  they  are  entitled  to  have  their 
property  properly  protected  by  proper  measures.  These  reserves  may  be  created 
by  taking  a  comparatively  small  amount  of  money  out  of  the  earnings,  building 
new  property  with  it  (or  otherwise  investing  it)  and  adding  the  return  from  this 
new  property  (or  other  investments)  to  the  original  reserves,  in  order  that  they 
may  be  increased  to  a  given  amount;  or  the  reserve  may  be  created  by  taking 
a  comparatively  large  amount  of  money  out  of  the  earnings,  which  in  itself,  with- 
out investment,  will  create  the  given  reserves,  under  which  conditions  if  the 
reserves  are  for  any  reason  put  back  into  the  plant  (or  otherwise  invested)  the 
earnings  of  that  portion  of  the  plant  (or  other  investment)  should  not  go  to  the 
stockholders  but  should  go  toward  reducing  the  cost  of  the  service  to  the  users. 
The  statement  is  made  that  the  stockholders  therefore  should  be  satisfied  if, 
with  the  reserves  invested  in  the  property,  a  property  is  allowed  a  proper  return 
upon  its  "present"  value  if  the  "expense"  necessary  for  proper  reserves  is  based 
upon  the  "straight  line"  basis;  but  on  the  other  hand  they  are  entitled  to  have 
the  property  earn  this  proper  return  upon  the  "replacement"  value  if  the  "ex- 
pense" necessarv  for  the  proper  reserve  is  based  upon  the  "sinking  fund"  basis. 
Either  basis,  however,  results  in  the  same  rates  to  the  patrons  and  the  same 
rate  of  return  to  the  investors. 

300— Investment  and  Return. 

Regulation  and  Reasonable  Returns,  by  Halford  Erickson.  A 
Paper  Presented  at  the  Convention  of  the  Michigan  Section,  N.  E.  L.  A., 
June  17.     Electrical  Review,  4  pages,  June  27,  1914,  p.  1296. 

Regulation  of  public  utility  companies  by  state  commissions,  the  proper  relations 
of  such  commissions  to  the  companies  and  to  the  general  public,  and  the  beneficial 
results  which  should  follow  from  fair  and  efficient  regulation,  is  set  forth  in  this 
paper.  The  question  of  a  proper  rate  of  return  for  public  utility  enterprises  is 
discussed.  Return  is  made  up  of  profit,  including  wages  of  management  and 
compensation  for  risks,  and  interest.  The  rates  and  terms  upon  which  the  neces- 
sary capital  and  business  ability  can  be  had  are  matters  that  depend  on  the 
location  of  the  plant  and  on  the  conditions  generally  by  which  the  plant  is  sur- 
rounded. The  best  evidence  on  this  point  is  usually  found  in  the  prices  at  which 
the  various  classes  and  kinds  of  securities  of  such  undertakings  are  selling  in  the 
market.  The  writer  gives  facts  and  conclusions  gathered  from  an  investigation 
of  a  large  proportion  of  the  more  representative  bond  and  stock  issues  of  public 
utilities.  It  is  stated  that  since  1904  the  tendency  of  the  rate  of  interest  and 
of  prices  has  been  upward.  When  such  advances  in  {H)st  are  due  to  causes  over 
which  the  management  has  no  control  and  when  they  result  in  lower  than  reason- 
able returns  to  those  who  are  responsible  for  the  business,  then  injustice  is  (lone. 
Such  a  situation  is  neither  fair  or  in  line  with  public  policy.  In  fact,  it  is  as 
much  in  line  with  public  interests  to  raise  rates  that  yield  less  than  reasonable 
returns  as  to  lower  rates  that  yield  more. 
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395 — Proceedings  of  Technical  Associations. 

Michigan  Section  N.  E.  L.  A.,  Annual  Convention-Cruise  on  Great 
Lakes,  June  17  to  20.  Electrical  Review,  3|  pages,  June  27,  1914, 
p.  1275. 

An  account  is  given  of  the  proceedings  of  the  convention,  including  abstracts  of 
the  following  papers  read  at  the  different  sessions:  "Reserves  for  Depreciation," 
by  H.  A.  Fee;  "Contract  and  Franchise  Rates  as  Affected  by  the  Public  Service 
Commission  Laws,"  by  James  B.  Oxtoby;  "Wild  Schedules  I  Have  Ivnowii,"  by 
Wm.  J.  Norton;  "Deep  Well  Pumping,"  by  R.  C.  Hall;  "Hydroelectric  Power 
in  Michigan,"  by  G.  W.  Bissel;  "The  Rowena  Street  Substation  of  the  Edison 
Illuminating  Company,"  by  James  W.  Bishop;  "Out-Door  Substations,"  by  A.  A. 
Meyer;  "Safety  in  the  Electrical  Industry,"  by  Charles  B.  Scott;  "Fundamental 
Principles  of  Interior  Illumination,"  by  M.  Luckiesh,  and  "The  New  Mazda 
Lamp,"  by  J.  R.  Colville. 

RATES 

510 — Forms  of  Rates. 

Systems  of  Charges  for  Energy,  Ijv  A.  Hugh  Seabrook.  Electrical 
World,  1  page,  June  20,  1914,  p.  1454. 

In  this  communication  to  the  Electrical  World,  Mr.  Seabrook  describes  an  unmeas- 
ured rate  which  is  being  used  in  England  in  connection  with  small  consumers. 
It  is  an  unmeasured  rate  based  on  the  following  foundations:  (a)  The  supply 
authority  wires  the  property  (either  by  its  own  staff  or  by  contractors)  by  agree- 
ment with  the  owners.  This  is  only  done  where  the  owners  are  substantial  people 
enabling  a  ten-j^ear  agreement  to  be  entered  into,  resulting  in  the  amortization 
of  the  investment  within  that  period;  (b)  the  supply  authority  furnishes  the 
lamps  and  maintains  the  installation;  (c)  the  charge  for  energy  is  based  on  the 
supply  authority's  cost,  plus  profit,  assuming  twenty-four  hoiu's'  use  per  day  of 
the  supply.  In  many  cases  this  could  be  profitably  undertaken  at  1  cent  per 
kilowatt-hour  at  100  per  cent  load-factor;  (d)  a  weekly  sum  is  charged  the  con- 
sumer, payable  in  advance,  which  can  be  collected  by  the  omier's  agent  at  the 
same  time  that  he  collects  the  weekly  rent,  the  supply  authority  allowing,  by  ar- 
rangement with  the  owner,  a  collecting  commission  to  the  agent;  (e)  in  some  cases 
this  weekly  sum  is  included  in  the  rent,  as  far  as  the  tenant  is  concerned  no  dis- 
tinction being  made  between  the  cost  of  light  and  rent  charge.  The  owner's 
agent  in  these  cases  hands  over  the  electric  light  proportion  of  the  rent  to  the 
supply  authority;  (f)  the  weekly  charge  referred  to  consists  of:  (1)  A  sum  cal- 
culated to  pay  back  to  the  supply  authority  the  cost  of  the  installation  in  ten 
years  and  the  interest  combined;  (2)  a  sum  calculated  to  repay  the  supply  author- 
ity for  the  supply  of  lamps  (which  are,  of  course,  always  tungsten)  and  repairs 
and  maintenance  of  the  installation;  (3)  a  sum  for  energy  used,  based  on,  say, 
twenty-four  hours'  use  per  day  at  1  cent  per  kilowatt-hour.  This  provides  for 
waste  in  the  use  of  energy.  For  ordinary  purposes  the  writer  holds  that  the  ideal 
basis  of  rates  is  the  Hopkinson  system. 

400— Rate  Theory. 

The  Standardiz.\tion  of  Tariffs,  by  J.  Horace  Bowden.  Pre- 
sented before  the  Incorporated  Municipal  Electrical  Association, 
Birmingham,  England,  June  15-20,   1914.     42  pages. 

The  use  of  a  strictly  cost-of-service-basis  in  rate-making  is  advocated.  It  is 
said  that  there  is  apparently  no  reason  why  every  consumer  should  not  utilize 
the  service  to  such  an  extent  as  to  make  a  return  in  full,  as  nearly  as  may  be,  to 
the  undertakers  of  the  cost  of  such  service,  and  it  is  to  be  expected  at  the  hands 
of  the  administrators  of  the  supply  so  to  adjust  tariffs  as  to  conform  with  the  laws 
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of  equity.  This  can  best  be  done  by  studying  the  conditions  of  each  chiss  of 
supply  in  each  individual  area  upon  its  own  merits,  and  estimating  the  relation- 
ship of  the  demand  for  each  class  to  the  actual  maximum  demand  upon  the  sys- 
tem. Assumption  and  experience  must,  to  a  large  extent,  control  these  esti- 
mates. Apart  from  public  lighting,  internal  business  lighting,  and  what  is  known 
as  the  100  per  cent  load-factor  power  supply,  all  other  demands  are  more  or  less 
subject  to  the  application  of  diversity  factors.  The  table  of  diversity  factor 
for  the  various  classes  of  business,  used  in  the  Poplar  area,  London,  is  given  and 
an  explanation  of  the  reasons  for  adopting  each  shown.  There  is  a  discussion 
of  the  division  of  costs  necessary  in  determining  fixed  and  running  charges.  These 
costs  are  divided  into  three  groups:  First,  the  service  cost,  or  the  individual 
charge  on  the  undertaking  directly  attributable  to  each  consumer;  secondly, 
the  fixed  cost,  or  the  total  sum  necessary  to  carry  on  the  undertaking,  irrespective 
of  the  amount  of  energy  supplied;  and  thirdly,  the  running  cost,  or  the  actual 
cost  of  supplying  a  unit  of  energy  after  making  provision  for  service  and  fixed 
costs.  There  is  a  detailed  discussion  of  service  costs,  fixed  costs.  The  author 
claims  that  the  system  suggested  is  capable  of  adaptation  in  any  district,  and 
therefore  a  step  in  the  direction  of  the  standardization  of  tariffs. 

410 — Cost  of  Service. 

Economy  of  Central  Station  Service.  Electrical  World,  f  page, 
June  20,  1914,  p.  1427. 

An  article  by  Dr.  Walter  Straus,  published  recently  in  the  Elecktrotechnische  Zeil- 
schrift,  comparing  the  economic  results  to  be  obtained  from  central-station  service 
with  those  of  various  sorts  of  localized  energy-producing  systems  is  discussed. 
The  article  is  characterized  as  one  of  the  most  thorough  and  up-to-date  of  this 
sort  of  comparison.  The  statement  is  made  that  while  the  relative  costs  and 
prices  would  be  somewhat  different  under  American  conditions,  on  the  whole, 
the  case  would  be  slightly  better  for  central-station  service  here  than  in  Gerniany, 
where  labor  in  an  isolated  plant  is  relatively  cheap  and  the  costs  of  the  machinery 
somewhat  less. 
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788— Service  Rules. 

Handbook  on  Overhead  Line.  Compiled  by  the  Sub-Committee  on 
Overhead  Line  Construction  N.  E.  L.  A.  Presented  at  the  Thirty- 
Seventh  Convention  at  Philadelphia,  June  1-5,  1914.  819  pages;  Price 
to  members  $3.00. 

The  purpose  of  this  Handbook  is  the  presentations,  in  one  volume,  of  descriptions 
of  the  methods  and  the  materials  employed  in  overhead  line  construction,  and  a 
tabulation  of  the  necessary  formulae  for  the  electrical  and  mechanical  solutions 
of  various  transmission  and  distribution  problems. 

735— Technical  Data. 

Central  Electric  Light  and  Power  Stations  and  Street  and 
Electric  Railways,  1912.  Bulletin  124,  Bureau  of  the  Census,  113 
pages. 

A  series  of  tables  are  presented  giving  the  principal  data  in  regard  to  central 
electric  light  and  i)ower  stations  and  street  and  electric  railways,  to  be  published 
as  a  bulletin  for  the  census  of  these  industries  which  covered  the  calendar  year 
1912.  Pages  14-55,  are  devoted  to  central  station  statistics,  and  pages  58-113, 
to  street  and  electric  railways. 
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For  statement  of  facts  and  opinions  contained  in   papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 
CLEVELAND,  OHIO 

720— Rate  Schedules. 

The  following  are  the  rates  of  the  Cleveland  Electric  Illuminating 
Company,  Cleveland,  Ohio  (pop.  560,663),  effective  June  29,  1914. 

RETAIL  LIGHT  AND  POWER. 

Low  tension  current  for  light  and  power,  available  to  all  consumers  using  the  com- 
pany's standard  service,  to  the  exclusion  of  any  other  service,  on  the  same  installa- 
tion. 

Rate. 

10  cents  per  kilowatt-hour  for  the  first  36  hours'  use  of  the  consumer's  demand. 

5  cents  per  kilowatt-hour  for  the  next  30  hours'  use  of  the  consumer's  demand. 

3  cents  per  kilowatt-hour  for  all  current  used  in  excess  of  66  hours'  use  of  con- 
sumers' demand. 

Determination  of  Demand. 

For  Commercial  Lighting,  100%  of  total  connected  load  shall  be  the  demand. 
For  Church  Lighting,  30%  of  total  connected  load  shall  be  the  demand. 
For  Elevator  Motors,  50%  of  total  connected  load  shall  be  the  demand. 

For  Motors  and  Rectifiers: 

80%  of  the  rated  capacity  up  to  5  kilowatt  rating  for  one  motor. 

75%  of  the  rated  capacity  up  to  5  kilowatt  rating  for  two  or  more  motors. 

75%  of  the  rated  capacity  from  5  to  10  kilowatt  rating  for  one  motor. 

70%  of  the  rated  capacity  from  5  to  10  kilowatt  rating  for  two  or  more 
motors. 

70%  of  the  rated  capacity  for  over  10  kilowatt  rating  for  one  motor. 

65%  of  the  rated  capacity  for  over  10  kilowatt  rating  for  two  or  more  motors 

For  special  devices,  by  tested  demand  measurements. 

For  welding  apparatus,  the  kilowatt  demand  shall  be  taken  as  75%  of  the  sum 
of  the  kilo-volt-ampere  ratings  of  all  such  apparatus  connected. 

In  rating  commercial  installations,  motors  or  other  devices  of  less  than  one 
kilowatt  capacity,  the  use  of  which  is  only  incidental,  as  fans,  irons  or  meat 
grinders,  etc.,  shall  not  be  included  in  the  rating. 

The  Company  reserves  the  right  to  test  the  kilowatt  demand  and  fo  take  the 
maximum  kilowatt  demand  as  shown  by  such  test  as  the  basis  of  rating  for  the 
month  in  which  such  test  is  made  and  for  each  subsequent  month  thereafter 
until  again  changed  by  another  such  test. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Terms  and  Conditions. 

Payment  is  to  be  made  within  ten  days  of  presentation  of  bills. 

WHOLESALE  LIGHT  AND  POWER. 

Available  for  all  consumers  using  company's  standard  service  exclusively  for  low 
tension  alternating  and  direct  current  in  excess  of  5  kilowatts  demand. 

Rate. 

Demand  Re.te. 
$2.00  per  kilowatt  per  month  for  the  first  50  kilowatts  of  demand. 
$1.25  per  kilowatt  per  month  for  all  excess  over  50  kilowatts  of  demand. 

Energy  Rate. 

2.4  cents  per  kilowatt-hour  for  the  first      2500  kilowatt-hours  used  per  month. 
1     cent   per  kilowatt-hour  for  the  next  100,000  kilowatt-hours  used  per  month. 
.5  cent    per  kilowatt-hour  for  all  excess  use. 

Maximum  Rate. 

10  cents  per  kilowatt-hour  for  all  current  used. 

If  the  kilowatt  demand  in  any  month  is  less  than  5  kilowatts  the  demand  rate 
in  such  month  shall  be  $3.60  per  kilowatt-hour  per  month  and  the  imit  rate 
shall  be  3  cents  per  unit. 

If  the  kilowatt  demand  in  any  month  is  5  kilowatts  or  more,  but  the  total  num- 
ber of  units  used  in  such  month  is  less  than  90  hours'  use  of  such  demand,  the 
demand  rate  for  such  month  shall  be  $3.60  per  kilowatt  per  month,  and  the 
imit  rate  shall  be  3  cents  per  imit,  but  the  total  bill  for  such  a  month  shall  not 
exceed  90  hours'  use  of  such  demand  at  the  regular  demand  and  imit  prices 
above  specified. 

Determination  of  Demand. 

The  kilowatt  demand  shall  be  determined  monthly  by  demand  measurements, 
and  shall  be  the  average  of  the  weekly  maximum  one  hour  kilowatt  demands 
during  the  month. 

Power  Factor. 

For  alternating  current  service,  when  the  greater  part  of  the  load  is  power 
and  the  billing  demand  exceeds  75  kilowatts,  the  Company  reserves  the  right 
to  test  the  power  factor  of  the  consumer's  load  and  if  the  average  power 
factor  is  greater  than  75%,  then  the  demand  shall  be  reduced  in  accordance 
with  the  following  formula: 

Billing  Demand  equals  kilowatt  demand  as  measured  divided  by  average  per 
cent  power  factor  times  75. 

If  the  average  power  factor  is  less  than  60%,  then  the  demand  shall  be  in- 
creased in  accordance  with  the  following  formula: 

Billing  Demand  ecjuals  kilowatt  demand  as  measured  divided  by  average  per 
cent  power  factor  times  60. 

The  Company  will  make  without  charge  a  power  factor  test  at  the  consvnner's 
request  once  a  year,  if  his  demand  exceeds  75  kilowatts.  By  power  factor  is 
meant  the  average  power  factor  under  normal  oi^cratiiig  conditions. 

In  the  case  of  hoists,  elevators,  welding  machines,  furnaces,  and  other  installa- 
tions where  the  use  of  electricity  is  intermittent  or  subject  to  violent  fiuctua- 
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tion,  the  consumer  agrees,  if  requested  by  the  Company,  to  furnish  at  his  own 
expense,  suitable  equipment  to  reasonably  limit  such  intermittance  or  fluctu- 
ation, or  to  have  the  Company  base  the  consumer's  maximum  demand  upon  75 
per  cent  of  the  kilo-volt-timpere  rating  of  the  apparatus  connected,  instead  of 
on  the  average  one  hour  demand. 


WHOLESALE  LIGHTING  AND  POWER  RATE. 

Available  for  all  consumers  using  the  Company's  standard  service  exclusively  for 
high  tension  alternating  current  in  excess  of  500  kilowatts. 

Rate. 

Demand  Rate. 

$1.25  per  kilowatt  per  month  for  the  first  1000  kilowatts  of  demand. 
$1.00  per  kilowatt  per  month  for  all  excess  over  1000  kilowatts  of  demand. 

Energy  Rate. 

.90  cents  per  kilowatt-hour  for  the  first  100,000  kilowatt-hours  used  per 
month. 

.45  cents  per  kilowatt-hour  for  the  next  100,000  kilowatt-hours  used  per 
month. 

.40  cents  per  kilowatt-hour  for  all  excess  use  per  month. 

If  the  kilowatt  demand  in  any  month  is  less  than  500  kilowatts  the  charge  for 
service  during  such  month  shall  be  in  accordance  with  the  schedule  in  effect 
for  low  tension  alternating  current  applicable  to  such  service,  but  the  total  bill 
for  the  month  of  60,000  kilowatt-hours  or  less  are  used  shall  not  exceed  $1,165 
and  if  over  60,000  kilowatt-hours  are  used  shall  not  exceed  the  charges  made 
for  500  kilowatts  of  demand,  and  the  imits  used  at  the  regular  demand  and  unit 
rates  of  this  schedule  as  above  specified. 

If  the  kilowatt  demand  in  any  month  is  .500  kilowatts  or  more,  but  the  total 
number  of  units  used  in  such  month  is  less  than  120  hours  use  of  such  demand, 
the  charges  for  service  during  such  month  shall  be  in  accordance  with  the 
schedule  in  effect  for  low  tension  alternating  current,  applicable  to  such  service  ; 
but  the  total  bill  for  such  month  shall  not  e.xceed  120  hours  use  of  such  demand 
at  the  regular  demand  and  unit  rates  of  this  schedule  as  above  specified. 

Determination  of  Demand. 

The  kilowatt  demand  shall  be  determined  monthly  by  demand  measurements, 
and  shall  be  the  average  of  the  weekly  maximum  one  hour  kilowatt  demands 
during  the  month. 

Power  Factor. 

The  Company  reserves  the  right  to  test  the  power  factor  of  the  consumer's 
load,  and  if  the  average  power  factor  is  greater  than  75%,  then  the  monthly 
kilowatt  demand  shall  be  reduced  in  accordance  with  the  following  formula: 

Billing  demand  equals  kilowatt  demand  as  measured  divided  bj^  average  per 
cent  power  factor  times  75. 

If  the  average  power  factor  is  less  than  60%,  then  the  monthly  kilowatt  de- 
mand shall  be  increased  in  accordance  with  the  following  formula: 

Billing  demand  equals  kilowatt  demand  as  measured  divided  by  average  per 
cent  power  factor  times  60. 

The  Company  will  make  without  charge  a  power  factor  test  at  the  consumer's 
request,  once  in  six  months.  By  power  factor  is  meant  the  averagfe  power  factor 
under  normal  operating  conditions. 
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COMMISSION  DECISIONS 
NEW  YORK 

335 — Issues  of  Stocks  and  Bonds. 

Application  of  the  Canadian-American  Power  Corporation  for 
Authority  to  Issue  Stock,  to  Merge  the  Property  of  the  Niagara  Falls 
Electrical  Transmission  Company,  and  for  Permission  to  Begin  Con- 
struction and  to  Exercise  its  Franchises.  Decision  of  the  New  York 
Public  Service  Commission  (2D)  Fixing  Terms  and  Conditions, 
February  12,  1914. 

The  Canadian-American  Power  Corporation  is  a  new  company  formed 
to  bring  into  the  United  States  at  the  Niagara  Frontier  electric 
current  generated  in  Canada  by  Niagara  River  hydraulic  power,  gen- 
erated by  the  Electrical  Development  Company  of  Ontario,  Ltd.,  of 
which  the  Toronto  Power  Company,  Ltd.,  is  lessee.  The  Commission 
states  that  the  question  as  to  whether  or  not  consent  should  be  granted 
to  the  applicant  depends  principally  upon  the  case  involving  the  issu- 
ance of  capital  stock.  The  syllabus  of  this  case  as  prepared  for  the 
Commission  is  here  given  in  full. 

1 .  In  deciding  these  cases  the  Commission  must  assume  that  relations 
between  Canada  and  the  United  States  affecting  the  means  of  con- 
tinuing great  industries  which  have  grown  up  in  reliance  upon  the 
use  of  electric  power  imported  from  Canada,  and  as  well  the  interests 
of  the  Canadian  electric  producing  companies  themselves,  have  be- 
come fixed  and  subject  only  to  such  changes  as  will  protect  the  great 
commercial  and  industrial  interests  and  rights  now  served  by  electric 
power  brought  from  Canada;  and  particularly  so  as  in  these  cases  it 
appears  that  the  percentage  of  export  power  to  plant  capacity  is  the 
same  as  has  been  and  is  allowed  by  Canada  to  other  exporting  elec- 
trical companies. 

129.1 — Discrimination. 

2.  Discrimination  in  prices  charged  by  Canadian  electric  producing 
companies  whereby  Canadian  purchasers  are  favored  to  the  prejudice 
of  American  customers,  and  the  existing  shortage  of  electric  i^ower 
on  the  Niagara  Frontier  discussed,  with  finding  that  the  various  con- 
tracts with  the  producing  companies  should  be  revised  as  to  prices 
charged  the  American  distributing  comi^anies,  and  with  further  find- 
ing that  there  is  a  large  shortage  of  electric  power  in  Western  New 
York  with  a  strong  demand  for  greater  supply  which  is  not  being  met 
by  existing  companies,  and  that  the  contracts  m(>ntioned  tend  to  per- 
petuate high  I'ates  to  consumers.  Held,  Tliat  the  Commission  nuist 
deal  practically  with  a  situation  which  has  been  forced  through  the 
making  of  contracts  before  the  Public  Service  Commission  Law  be- 
came effect i\-(%  and  that  such  shortage  in  serAice  and  prevailing  rela- 
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tively  high  rates  constitute  good  cause  for  permitting  another  com- 
pany to  enter  the  field  under  regulation  as  to  service  and  thereby 
diminish  the  shortage  conditions  which  now  exist  while  providing  a 
lower  average  rate  basis. 

330 — Capitalization. 

3.  Capitalization  of  a  contract  for  the  furnishing  of  electric  horse- 
power whereby  stock  would  be  issued  to  represent  all  estimated  avail- 
able profits  from  the  distribution  and  sale  of  such  power  condemned 
as  a  practice,  and  in  this  case  is  not  endorsed. 

4.  Decision  of  the  Commission  in  Fuhrmann  v.  The  Cataract  Power  and 
Conduit  Company,  3  P.  S.  C,  2nd  D.,  656,  reaffirmed  and  distinguished 
as  a  rate  case  while  this  is  a  case  involving  only  the  issuance  of  stock 
for  the  purposes  of  engaging  in  business. 

122— Just  and  Reasonable  Charges. 

5.  As  the  power  situation  on  the  Niagara  Frontier  has  been  devel- 
oped, the  contract  in  question,  which  is  for  the  furnishing  of  46,000 
Canachan  produced  electric  horsepower  for  importation  into  the  United 
States,  is  a  desirable  contract,  which  if  acquired  by  the  applicant 
company  on  a  reasonable  basis,  will  in  the  sale  of  electric  power  under 
it  benefit  the  people  in  that  section  of  the  State,  but  in  order  to  se- 
cure that  benefit  to  the  full  extent  the  service  and  the  rates  charged 
for  such  power  must  be  made  without  question  the  subject  of  regu- 
lation. 

6.  The  mere  sale  of  such  imported  electric  power  at  or  near  the 
International  boundary  to  two  or  three  existing  American  companies 
would  not  indicate  a  necessity  for  the  formation  of  a  public  utility 
company  or  the  issuance  of  stock  on  account  of  such  sale,  since  no 
public  utility  is  produced  by  a  company  confined  to  such  a  lousiness, 
and  held,  therefore,  that  stock  shall  not  be  permitted  to  issue  in  this 
case  until  (1)  the  applicant  shall  stipulate  to  reserve  at  least  23,000 
horsepower  of  its  sale  capacity  for  direct  service  to  consumers  as 
against  transmitting  or  distributing  companies;  (2)  the  applicant 
shall  have  definitely  brought  before  the  Commission  for  its  approval 
under  the  law  the  location  of  its  transmission  and  distribution  lines 
with  local  franchises  or  acquired  rights  of  way. 

7.  The  applicant  company  is  required  to  stipulate  also  that  it  will 
not  charge  as  the  average  price  for  all  of  its  current  as  distributed 
to  small  and  large  consumers  or  buyers  more  than  $19  per  horsepower, 
and  that  every  contract  written  by  the  applicant  company  shall  con- 
tain a  clause  that  the  rates  of  charge,  terms  or  conditions  affecting 
rates,  and  the  time  duration  of  the  contract  shall  be  subject  to  revision 
by  the  Commission.  The  Commission  further  rules  that  if  the  sale 
of  current  by  the  applicant  shall  be  confined  to  large  users,  the  average 
price  it  receives  must  be  on  a  lower  basis  than  $19  per  horsepower 
sold. 
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340 — Rate  of  Return. 

8.  For  acquistion  of  the  contract,  or  for  reward  to  those  who  have 
given  their  expert  services,  who  have  expended  money  for  organization 
of  the  company,  who  have  taken  on  the  risk  of  becoming  contracting 
parties  both  to  the  contract  and  the  agreement  to  purchase  the 
Niagara  Falls  properties  by  taking  over  stock  control  and  debts,  and 
who  must  defer  their  hope  of  profit  until  the  new  company  gets  into 
full  business  operation,  the  true  basis  is  what  the  new  company  can 
afford  to  pay  and  thereafter  properly  serve  the  public  with  current  at 
relatively  low  rates,  giving  due  consideration,  within  that  limitation, 
to  the  view  of  a  liberal  reward  to  the  projectors  of  this  enterprise. 

9.  The  Commission  holds  under  all  the  circumstances  of  this  case 
that  the  applicant  can  afford  to  pay,  and  the  actual  owners  of  the 
contract  are  entitled  to  receive  as  and  for  their  services,  risk,  present 
obligations,  and  deferred  profits  while  the  business  is  being  developed, 
the  sum  of  $1,000,000  in  stOck  for  and  on  account  of  the  assignment 
of  this  contract,  with  the  right  to  employ  the  same  in  the  applicant's 
business,  and  that  a  business  profit  thereon  of  7  per  cent  with  amor- 
tization of  the  stock  by  a  yearly  payment  during  thirty  years,  the  life 
of  the  contract,  would  constitute  an  estimated  low  minimum  profit, 
which  would  not  affect  the  public  right  or  interest,  and  which  would 
not,  under  the  ruling  of  the  Commission,  constitute  an  additional 
amount  to  be  added  to  the  value  of  the  company's  property  in  a  future 
case  involving  the  fixing  of  rates. 

144 — ^Mergers. 

10.  The  applicant  company  will  be  permitted,  after  filing  a  required 
stipulation  and  locating  its  service  system,  to  take  over  the  stock, 
bonds,  and  debt  of  the  Niagara  Falls  Electrical  Transmission  Com- 
pany, and  to  merge  that  company  upon  the  cancellation  of  said  stock, 
bonds,  and  debt,  and  upon  the  cancellation  of  certain  bonds  and  debt 
of  the  Niagara  Falls  Gas  and  Electric  Light  Company,  a  corporation 
subsidiary  to  the  said  Electrical  Transmission  Company. 

335— Issues  of  Stocks  and  Bonds. 

11.  The  Commission  holds  that  the  applicant  shall  be  restricted  to 
a  total  of  $1,250,000  issue  of  stock  on  account  of  engaging  in  business 
with  said  contract  and  said  acquisition  of  the  Niagara  Falls  Electrical 
Transmission  Company,  of  which  amount  $435,000  may  be  7  per  cent 
cumulative  preferred  stock;  but  before  any  stock  shall  be  issued  or 
entry  of  any  order  permitting  such  stock  to  issue  or  such  merger  to 
be  made  effective,  the  applicant  shall  secure  authority  for  the  location 
and  operation  of  its  transmission  and  distributing  systems,  and  shall 
file  a  stipulation  covering  the  various  matters  above  stated. 

330    Capitalization, 

In  regard  to  the  capitalization  of  the  contract  the  decision  says: 

Much  has  been  said  in  this  case  about  "Capitalizing  this  Contract". 
No  contract  of  this  nature  should  ])e  capitaUzed.     Taking  out  stock 
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to  represent  all  estimated  available  profits  is  a  practice  not  to  be  en- 
dorsed. The  Canadian-American  Power  Corporation  is  indeed 
asking  that  very  thing.  It  is  computing  the  cost  under  this  contract 
with  the  cost  of  production  by  steam  power,  and  it  is  suggesting  that 
the  difference  should  indicate  the  proper  basis  of  capitalization.  In 
almost  the  same  breath  it  says,  in  its  presentation  of  the  matter, 
that  such  capitalization,  stated  to  be  about  $7,000,000,  should  be 
reduced  to  $3,000,000.  As  was  said  so  well  by  Commissioner  Stevens 
in  the  Cataract  Power  and  Conduit  case,  this  reduction  of  claim  from 
the  logical  one  based  on  the  higher  sum  to  the  lower  based  on  an  ar- 
bitrary estimate,  gives  up  the  whole  argument  for  capitalization 
based  on  lower  producing  cost  as  compared  with  steam  production. 
It  confesses  that  the  basis  for  "Capitalizing  the  Contract"  rests  not 
upon  estimated  steam  power  cost,  and  proceeds  then  to  use  the 
basis  of  obtainable  profits,  and  so  the  argument  on  that  basis  is  im- 
mediately taken  up  and  urged.  Neither  argument  is  sound.  The 
harnessing  of  the  always  flooding  Niagara  River  to  produce  electric 
current  for  light  and  power  is  permitted  by  the  State  and  the  two 
Nations  to  provide  these  necessities  cheaply  to  the  people.  A  Public 
Service  Commission  having  our  present  power  would  have  regulated 
the  issuance  of  securities  as  well  as  the  formation  of  companies  in 
ways  bas^d  upon  value  for  expenditure  and  the  necessity  of  proposed 
companies,  with  resulting  rates  to  the  public  for  light  and  power 
much  low^er  than  those  now  prevailing  on  the  Niagara  Frontier.  To  say 
now  that  steam  power  cost  is  the  measure  of  hydraulic  power  capi- 
talization does  not  appeal  to  any  sense  of  fair  play  or  proper  public 
protection.  To  say  now  that  the  applymg  company  may  take  some 
arbitrary  basis  and  claim  that  capitalization  to  that  amount  is  justi- 
fied by  assumed  possible  profits  is  equally  indefensible.  This  Com- 
mission abates  not  one  jot  its  ruling  or  the  basis  of  its  ruling  in  the 
Cataract  Power  and  Conduit  case  with  reference  to  the  contract  there 
involved,  or  with  reference  to  this  contract  as  that  ruling  may  have 
bearing  here. 

In  the  Cataract  case,  the  Commission  was  not  asked  to  capitalize 
a  contract,  but  it  was  asked  to  add  to  the  property  value  of  the 
Cataract  company's  property  the  sum  of  $2,000,000  capital  stock  as 
representing  the  value  of  its  contract  for  power  with  the  Niagara 
Falls  Power  Company,  and  so  thereby  increase  the  value  of  its 
property  upon  which  in  that  case  we  must  allow  a  reasonable  rate  of 
return.  That  was  exclusively  a  rate  case.  In  this  case  we  are  not 
asked  to  do  anything  of  that  kind.  All  that  this  applicant  is  re- 
questing here  is  that  stock  may  be  issued  for  the  acquisition  of  this 
contract.  Nothing  is  said  about  the  inclusion  of  stock  issued  for 
that  purpose  in  estimating  the  value  of  property  devoted  by  this  ap- 
plicant to  public  use  in  some  future  rate  case.  All  of  the  opposition 
to  the  issuance  of  stock  for  the  acquisition  of  the  contract  in  this 
case  is  based  upon  the  fear  or  belief  that  if  stock  is  so  allowed  by 
this  Commission  for  that  purpose  now,  such  stock  must  be  added  to 
other  property  value  of  the  applicant  company,  when  in  a  future  rate 
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case  we  may  be  called  upon  to  value  the  property  and  fix  a  rate  of 
return  thereon  by  which  to  fix  the  company's  charges  for  public 
service.     Such  fear  or  belief  is  entirely  unfounded. 

If  this  business  contract  must  be  valued  in  a  rate  case  and  added  to 
the  value  of  property  actually  devoted  to  the  public  use,  then  every 
contract  for  supplies  should  be  valued;  then  the  company's  contracts 
for  the  sale  of  light  and  power  to  its  customers  in  such  a  case  should 
be  valued;  then  indeed,  every  specious  plea  for  added  valuations  in 
rate  cases  should  be  granted. 

The  amount  of  stock  issued  by  a  public  utility  company  for  its 
proper  corporate  purposes  does  not  fix  the  rate  of  return  or  have 
anything  to  do  with  fixing  the  rate  return.  The  amount  of  stock 
stated  in  shares  merely  represents  the  division  of  the  ownership  of 
the  property  into  so  many  parts.  It  is  also  the  basis  of  dividend 
declarations:  It  does  not  follow  that  the  surplus  earnings  of  a  com- 
pany must  always  be  made  to  yield  a  given  rate  of  return  upon  the 
shares.  {Fuhrmanyi  v.  Buffalo  General  Electric  Company,  3  P.  S.  C, 
2nd  D.,  739). 

We  are  dealing  here  with  the  issuance  of  shares  for  the  acquisition  of 
this  contract.  In  the  Cataract  case,  supra,  we  dealt  with  already 
issued  shares  as  the  claimed  basis  on  the  part  of  the -company  to 
represent  part  of  the  property  on  which  it  is  entitled  to  earn  a  return. 
We  held  in  that  case  that  shares  of  stock  paid  for  the  Locke  contract 
with  the  Niagara  Power  Company  could  not  be  included  in  and  added 
to  the  value  of  property  on  which  the  rate  of  return  was  to  be  figured. 
The  same  reasoning  would  apply  in  a  rate  case  involving  this  com- 
pany. That,  however,  is  very  far  from  saying  the  Cataract  company 
was  not  entitled  to  acquire  the  Locke  contract  at  some  price.  If  we 
were  so  to  hold  it  would  l)e  entirely  possible  for  astute  individuals  to 
take  these  contracts  personally,  by  actual  agreement  or  by  mutual 
understanding,  and  by  cornering  available  production  create  such 
demand  for  industrial  power  as  would  render  the  pul)lic  clamorous  for 
supply  at  high  cost  and  at  the  sacrifice  of  all  appro vable  valuation 
principles. 

We  do  not  think  the  applicant  has  sustained  its  claim  for  a  payment 
of  three  million  dollars  in  its  stock  for  these  contract  rights.  For 
acquisition  of  the  contract,  or  for  reward  to  those  who  have  given 
their  expert  services,  who  have  expended  money  for  organization  of 
the  company,  who  have  taken  on  the  risk  of  becoming  contracting 
parties,  both  to  the  contract  and  the  agreement  to  purchase  the 
Niagara  Falls  properties  by  taking  over  stock  control  and  debts,  and 
who  must  defer  tiieir  hope  of  profit  until  the  new  company  gets  into 
full  business  operation,  the  true  basis  is  what  the  new  company  can 
afford  to  pay  and  thereafter  properly  s(n-ve  the  pul)lic  with  current  at 
relatively  low  rates,  giving  due  consideration,  within  that  limitation, 
to  the  view  of  a  liberal  reward  to  the  projectors  of  this  enterprise. 
.  .  .  In  this  case  there  is  no  producing  plant  involved  to  be  valued 
in  a  future  rate  case.     What  this  company  pays  for  acquiring  the 
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contract  is  represented  in  the  rate  of  return  upon  its  property  which 
it  has  constructed  and  put  into  pu})Hc  use.  The  amount  so  paid  in 
stock,  or  with  cash  realized  from  the  sale  of  stock,  is  not  a  basis  on 
which  to  figure  a  rate  of  return.  It  is  a  sum  which,  as  with  all  of  its 
other  stock,  represents  the  equity  in  shares  of  the  company.  When 
the  company  has  left  over  a  certain  sum  appHcable  to  dividends,  the 
stock  issued  for  the  acquirement  of  this  contract  and  all  of  its  other 
stock  will  benefit  thereby.  In  no  other  way  can  the  purchase  price  of 
the  contract  be  considered. 

Our  problem  here  is  not  at  all  a  question  of  property  value  to  be 
figured  in  a  rate  case.  It  is  at  what  stock  basis  we  will  permit  it  to 
organize  for  business  with  the  acquisition  of  this  contract.  Such  a 
problem  refers  only  to  what  this  company  can  with  minimum  pros- 
pective profits  afford  to  pay  for  the  contract  which,  when  acquired, 
will  represent  its  net  cost  of  production.  Its  net  cost  "of  production 
is  not  in  anywise  increased  by  such  payment.  To  value  such  a 
contract  for  rate  making  purposes  would  involve  the  impracticable 
task  of  valuing  the  producing  plant  in  Canada  and  allowing  for  rate 
of  return  to  the  Canadian  producer,  and  other  considerations  which 
wholly  deny  valuation  of  a  business  contract  in  a  case  involving  the 
fixing  of  rates. 

Commissioner  Sague  issued  a  dissenting  opinion  in  which  he  discusses 
the  capitalization  of  the  contract  as  follows: 

The  opinion  indicates  that  stock  may  be  issued  for  organization  pur- 
poses and  yet  be  disregarded  when  the  proper  rate  of  return  is  esti- 
mated in  a  future  rate  case.  I  can  not  recognize  such  a  distinction. 
There  are  cases  in  which  the  Commission  must  permit  the  issuance 
of  securities  for  refunding  or  for  the  reorganization  of  existing  com- 
panies without  committing  itself  regarding  the  fundamental  value  of 
such  securities  or  their  right  to  earn  interest  charges  or  dividends. 
In  the  case  of  a  new  company,  however,  the  Commission  acts  with 
full  power  and  with  evidence  of  value  before  it.  When  its  consent 
is  given  and  a  certificate  made  that  the  issuance  of  securities  is 
"reasonably  required,"  and  that  such  securities  are  presumably  of 
full  value  as  reciuired  by  law,  the  Commissioners  should  consider 
themselves  bound  to  recognize  the  right  of  such  securities  to  earn 
a  proper  return  on  their  face  value,  or  acknowledge  that  their  ori- 
ginal determination  was  a  mistake.  Any  stock  issued  for  the  "ac- 
quisition" or  "capitalization"  of  this  power  contract  must  therefore 
be  considered  as  entitled  to  a  fair  rate  of  dividend  as  measured  by 
the  stock  of  similar  companies  carrying  similar  risks.  A  denial  of 
this  right  to  an  in^•estor  who  may  have  been  favoral)l>'  influenced  by 
the  Commission's  approval  would  be  difficult  to  explain.  In  tliis 
matter,  the  position  of  the  City  of  Buffalo  as  outlined  in  the  brief  of 
its  corporation  counsel,  as  follows,  appears  sound: 

If  the  Commission  should  approve  of  this  stock  issue,  it  is  apparent 
that  when  a  question  of  rates  to  be  charged  for  this  power  comes  be- 
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fore  the  Commission  for  determination  it  will  l)e  difficult  for  the 
Commission  to  refuse  to  consider  that  contract  as  having  a  value 
equivalent  to  the  par  value  of  the  stock  issued  for  it. 

MASSACHUSETTS 

616.1— Street  Lighting. 

Complaint  vs.  Cambridge  Electric  Light  Company,  Alleging  that 
the  Price  for  Street  Lighting  Service  in  Cambridge  (pop.  104,839),  is 
Excessive.  Decision  of  the  Massachusetts  Board  of  Gas  and  Elec- 
tric Light  Commissioners,  Fixing  Rates,  June  18,  1914. 

330 — C  apitaliz  ation . 

Neither  side  offered  a  valuation  of  the  company's  property,  although 
certain  estimates  were  offered  by  the  city  with  respect  to  its  probable 
value  as  a  basis  for  the  return.  It  was  also  urged  in  behalf  of  the 
company  that,  inasmuch  as  certain  increases  of  stock  had  been  taken 
by  the  stockholders  at  $200  a  share,  all  of  the  outstanding  stock 
should  be  reckoned  at  that  price  as  a  basis  for  the  return. 

While  the  Board  has  taken  into  account  the  probable  value  of  the 
company's  property,  it  has  not  deemed  it  necessary  to  make  a  detailed 
and  exhaustive  valuation  for  the  purposes  of  this  decision.  Nor  is 
it  willing  to  concede  the  contention  of  the  company  based  upon  the 
issue  price  of  the  stock.  The  anti-stock  watering  laws,  so  called, 
mider  which  a  considerable  amount  of  the  company's  outstanding 
stock  has  been  issued,  were  evidently  designed  by  the  Legislature  to 
limit  the  number  of  shares  to  be  issued,  not  merely  by  the  amount  of 
money  reasonably  necessary  to  be  raised,  but  by  requiring  the  new 
stock  to  be  offered  at  such  premium  as  the  shares  might  be  expected 
to  command  in  the  market.  It  was  clearly  the  legislative  purpose 
that  the  corporation  should  gain  rather  than  the  stockholders  l)y  the 
issue  of  new  stock.  The  change  in  this  provision  in  1909,  allowing 
the  directors  to  fix  the  price  in  the  first  instance,  doubtless  liberal- 
ized the  law,  but  was  not  intended  to  change  its  original  purpose  nor 
to  permit  the  fixing  of  the  price  of  such  new  stock  materially  lower 
than  would  insure  a  ready  market  for  the  issue. 

Under  this  law  the  company  has  realized  on  its  outstanding  capital 
stock  of  $850,000  premiums  ranging  from  $20  to  $100  a  share,  and 
amounting  in  all  to  the  sum  of  $270,000.  The  contention  of  the 
company  is,  therefore,  that  with  an  outstanding  capital  of  $850,000, 
and  upon  an  actual  investment  by  the  stockhoklers  of  $1,120,000,  it 
is  entitled  to  a  return  upon  $1,700,000.  It  may  be  conceded  that, 
with  respect  to  a  company  ably  and  conservatively  managed,  the 
Board  is  not  required  to  consider  seriously  the  propriety  of  a  10  i)er 
cent  dividend.  But  there  is  a  wide  difference  between  permitting 
the  company  to  earn  what  is,  under  all  the  circumstances,  a  reason- 
able dividend  on  its  authorized  capital  and  acknowledging  that,  as  a 
matter  of  right,  it  is  entitled  to  earn  from  now  on  not  less  than  some 
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certain  definite  return  on  its  full  market  value.  The  law  intended 
impliedly,  but  plainly,  to  limit  the  dividend  burden.  The  conten- 
tion of  the  company,  on  the  other  hand,  would  make  the  law  operate 
to  capitalize  against  the  public  the  earning  power  of  the  property 
under  existing  conditions  and  prices.  It  would  convert  the  strength 
and  security  resulting  from  an  amount  of  capital  low,  relative  to  the 
volume  of  business,  into  a  menace  to  the  future  stability  of  the  com- 
pany, and  would  tend  seriously  to  imj^air,  if  not  wholly  to  subvert, 
the  manifest  purpose  of  the  public  policy  expressed  in  the  law.  .  .  . 

620 — Factors  Affecting  Rates. 

In  a  recent  decision  with  respect  to  street  lighting  prices  the  Board 
had  occasion  to  say: 

The  Company's  customers  may  be  broadly  divided  into  two  groups, — 
those  who  are  dependent  upon  the  company  for  their  supply  and  those 
who  may  readily  supply  themselves  in  other  ways  or  by  other  forms 
of  power.  To  the  first  the  company  may  dictate  the  price,  con- 
trolled only  by  motives  of  business  expediency,  its  own  sense  of  jus- 
tice and  its  duty  as  a  public  servant.  To  the  second  the  company 
must  so  fix  the  price  as  to  secure  the  customer's  business  or  else  go 
without  it.  The  variety  and  wide  range  of  the  prices  offered  by  the 
company  are  ample  evidence  of  its  recognition  of  these  facts.  The 
city  with  respect  to  its  municipal  arc  system  plainly  belongs  to  the 
first  class.     [Worcester  case  2  Rate  Research  22.] 

It  must  be  equally  obvious  in  this  case  that  it  is  not  those  customers 
to  whom  prices  are  now  offered  at  less  than  the  maximum  net  price 
who  should  profit  by  a  reduction.  Such  customers  are  already  en- 
joying prices  determined  largely  by  the  desire  to  secure  their  business, 
and  the  justification  for  these  lower  prices  from  that  standpoint  is 
found  in  the  recent  rapid  development  of  the  company's  output  and 
profits.  The  advantage  of  any  reduction,  w^hich  the  Board  may  re- 
ciuire,  should  rather  accrue  to  the  customers  who  must  in  the  nature 
of  things  pay  the  maximum  price  and  to  the  city  for  account  of  its 
street  lighting.     .     .     . 

A  reduction  is  made  in  the  maximum  rate  to  commercial  customers  of 
from  10  cents,  the  former  rate,  to  9  cents  per  kilowatt  hour.  The 
Board  states  that  a  reduction  in  price  creates  an  increase  in  demand, 
which  is  difficult  to  forecast  accurately,  although  in  this  company's  ex- 
perience in  the  case  of  voluntary  reductions  it  has  seemed  to  compen- 
sate fully  for  any  prospective  loss  in  revenue. 

This,  however,  may  not  be  true  of  street  lighthig.  A  reduction  in 
price  for  this  service,  while  to  some  extent  encouraging  its  extension, 
may  result  in  a  corresponding  decrease  in  revenue.     .     .     . 

The  prices  recommended  for  street  lighting  are  as  follows: 

The  price  of  the  6.6  ampere  magnetite  street  lamps  installed  on  orna- 
mental posts  supplied  by  said  company  shall  be  not  more  than  $98  a 
year  for  those  burning  all  night  and  every  night,  and  $72.50  a  year 
for  those  burning  every  night  until  midnight,  so  long  as  not  less  than 


238  5         Rate     Research 


60  of  each  class  are  so  supplied;  and  that  the  yearly  prices  for  incan- 
descent street  and  bridge  lamps  burning  all  night  and  every  night, 
except  as  otherwise  indicated,  so  long  as  not  less  than  740  of  such 
lamps  are  so  supplied,  shall  be  as  follows: 

S17.00  for  50  watt  tungsten  lamps. 
20.00  for  75  watt  tungsten  lamps. 
25.00  for  100  watt  tungsten  lamps. 
29.00  for  125  watt  tungsten  lamps. 
50.00  for  250  watt  tungsten  lamps. 
60.00  for  3-light  clusters  of  100  watt  tungsten  lamps. 
73.00  for  2  lamps  per  post  of  250  watts  each,  one  burning  till 

midnight  and  one  burning  all  night. 
12.50  for  60  watt  lamps  burning  until  10  p.  m. 

With  the  addition  of  $1  a  lamp  a  year  for  incandescent  lamps  installed 
in  arc  lamp  hoods  or  outer  globes,  and  of  $2  a  lamp  a  year  for  incan- 
descent lamps  installed  on  ornamental  posts,  and  with  the  deductions 
for  so-called  "ornamental  lighting"  and  for  "outages." 

REFERENCES 
COURT   DECISION  REFERENCES. 

129 — Default  in  Public  Service. 

City  of  Wheeling  v.  The  Natural  Gas  Company  of  W^est  Virginia. 
Decision  of  the  Supreme  Court  of  Appeals  of  West  Virginia.  No. 
2240. 

The  City  of  Wheeling  is  operating  an  artificial  gas  plant,  as  successor  of  the 
Wheeling  Gas  Company,  furnishing  gas  for  illuminating  purposes.  The  city 
granted  a  franchise  to  the  respondent  natural  gas  company  authorizing  it  to 
furnish  gas  for  heating  purposes,  but  protecting  the  municipal  plant  from  com- 
petition in  supplying  gas  for  illuminating  purposes.  It  appsars  that  subsequently 
the  city  granted  electric  light  companies  the  right  to  furnish  lighting  service, 
that  the  municipal  plant  was  allowed  to  become  inadequate  and  obsolete  and  that 
respondent  was  allowed  to  furnish  lighting  service  in  sections  to  which  the  mains 
of  the  municipal  plant  did  not  extend.  Certain  sections  of  the  city  are  therefore, 
served  by  the  private  companies  receiving  better  service  at  lower  rates  than 
other  sections  served  by  the  municipal  plant.  Suit  is  brought  by  the  city  to 
restrain  the  respondent  from  furnishing  gas  for  lighting  in  competition  with  the 
municipal  plant  contrary  to  the  terms  of  the  franchise.  The  following  is,  in  part, 
the  conclusion  of  the  court. 

When  a  municipality  steps  outside  its  purely  governmental  sphere,  to  engage 
in  a  purely  business  enterprise,  its  contracts,  rights  and  obligations  are  meas- 
ured by  the  same  rules  applicable  to  private  persons.  Wigal  v.  City  of  Parkers- 
burg,  W.  Va , S.  E ,  decided  at  this  term.     If  the 

old  Wheeling  Gas  Company,  to  whose  rights  plaintiff  succeeded,  under  the 
act  of  1850,  was  here  complaining  in  the  place  of  plaintiff,  and  it  had  neglected 
its  duty  to  serve  the  public  with  a  good  quality  of  gas,  as  plaintiff  has  done, 
and  under  the  circimistances  and  conditions  disclosed  here,  would  any  court 
of  equity  entertain  it,  and  enforce  against  defendant  the  condition  of  its  fran- 
chise, and  thereby  force  upon  the  citizens  served  tlie  use  of  gas  unfit  for  con- 
sumption, and  deprive  them  of  rights  enjoyed  by  others  in  the  use  of  a  better 
and  cheaper  gas?     We  do  not  think  so.     VVe  think  that  would  be  an  abuse  o  f 
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equitable  process.  If  so  upon  what  principle  has  plaintiff  any  better  right? 
We  think  it  has  none.  We  arc  not  called  upon  to  decide  and  do  not  decide, 
what  a  court  of  eciuity  should  do  under  other  and  different  circumstances  and 
conditions,  but  under  those  disclosed  by  this  record,  we  have  no  hesitation 
in  holding  upon  broad  equitable  principles  that  plaintiff  is  not  entitled  to  re- 
lief prayed  for. 

226— Service. 

State  ex  rel.  De  Burg  v.  Water  Supply  Co.  of  Albuquerque.  De- 
cision of  the  Supreme  Court  of  New  Mexico.  April  28,  1914.  140 
Pacific  1059. 

The  sole  question  presented  by  this  appeal  is  whether  the  property  owner  of 
the  water  company  must  defray  the  exj^ense  of  laying  the  service  pipe  from  the 
main  to  the  property  line  and  making  the  necessary  connection  with  the  main. 

The  Court  interprets  the  company's  franchise  to  mean  that  the  company  must 
pay  for  the  connection;  and  orders  the  company  to  give  the  service. 


PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation. 

The  Passenger  Transportation  Problem.  Report  of  the  Special 
Sub-Committee,  City  of  Manchester  Tramways  Department. 
February  2,  1914.     141  pages. 

Part  1  of  the  report  is  devoted  to  general  observations  on  the  passenger  trans- 
portation in  large  cities.  On  page  10,  in  the  discussion  of  the  New  York  trans- 
portation problem,  reference  is  made  to  the  work  of  the  First  District  Com- 
mission. It  is  said  that  the  excellent  work  of  this  Commission,  the  thorough- 
ness of  its  investigations,  the  breadth  of  view  which  it  has  exhibited  in  making 
preparations  for  tfie  future  development  of  the  transit  facilities  of  New  York,  can 
only  be  fully  appreciated  by  a  visit  to  that  city  and  a  detailed  examination  of  the 
Commission's  methods,  and  the  work  it  has  already  done  and  is  still  carrying 
out. 


INVESTMENT  AND  RETURN 

314 — Overhead  Charges. 

Overhead  Charges  in  Valuations,  by  Harry  G.  Abend  roth.  Elec- 
tric Railway  Journal,  3|  pages,  June  27,  1914,  p.  1434. 

The  various  items  properly  included  in  overhead  charges,  affecting  the  appraisal 
of  tangible  property  are  considered,  following  the  classification  adopted  by  the 
American  Electrical  Railway  Accountants'  Association.  Actual  or  possible  inci- 
dents are  described,  based  upon  the  experience  of  The  Milwaukee  Electric  Railway 
and  Light  Company,  illustrating  in  a  practical  manner  the  necessity  of  allowing 
for  such  overhead  exiienses.  The  difficulty  of  determining  just  what  these  ex- 
penses have  been  and  of  obtaining  full  recognition  of  all  such  legitimate  expendi- 
tures in  any  inventory  of  utility  properties  is  set  forth.     A  table  is  included  show- 
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ing  overhead  charges  used  in  various  traction  appraisals.  In  conclusion  the  writer 
says,  "What  is  particularly  needed  is  an  historical  study  by  engineers  and  account- 
ants of  the  actual  overhead  costs.  In  no  other  way  can  much  of  the  doubt  as  to 
actually  existing  costs  be  dispelled  and  all  past  outlays  for  property  be  recognized." 

360 — Depreciation. 

Depreciation  Charges  in  Ohio.  Electrical  Railway  Journal,  1-6 
page,  June  27,  1914,  p.  1472. 

E.  W.  Breyer  has  been  employed  as  an  expert  by  the  Ohio  Public  Utilities  Comrnis- 
sion  to  prepare  a  system  of  depreciation  charges  for  public  utility  companies. 
Mr.  Breyer  does  not  employ  the  word  "depreciation"  in  his  system,  but  rather 
contemplates  the  creation  of  reserves  by  contemporaneous  charges  to  the  operating 
expense  to  defray  what  he  terms  "extraordinary  maintenance,  deferred  upkeep  and 
contingencies,"  which,  taken  together,  include  the  charges  generally  accepted  as 
coming  imder  depreciation.  By  the  term  "extraordinary  maintenance"  Mr. 
Breyer  contemplates  repairs  of  an  extensive  nature,  but  something  less  than  the 
replacement  of  an  entire  miit  of  buildings  or  machinery.  Such  a  charge  would 
accrue  through  deterioration  for  a  long  period  of  time.  "Deferred  upkeep" would 
mean  the  necessary  replacement  of  complete  units,  retired  by  inadequacy,  advance- 
ment in  the  arts  or  because  of  becoming  obsolete.  "Contingencies"  contemplates 
extraordinary  losses  occasioned  by  fires,  floods,  earthquakes  or  storms.  The  cor- 
porations would  act  as  trustees  of  the  funds  accumulated  for  these  purposes,  as 
representing  trust  funds  paid  in  advance  by  the  public.  It  is  contemplfited  that 
such  funds  be  used  for  working  capital  or  for  financing  extensions  and  improve- 
ments temporarily.  Interest  must  be  paid  and  evidence  of  indebtedness  executed 
when  the  funds  are  used  for  purposes  other  than  those  for  which  they  were  estab- 
ished. 

MUNICIPALITIES 

830 — Public  Ownership. 

Government  Ownership,  by  Arthur  W.  Brady.  Address  at  the 
C.  E.  R.  A.  Convention  at  Toledo  on  June  25  and  26.  Electric  Railway 
Journal,  2\  pages,  June  27,  1914,  p.  1455. 

The  determination  of  the  important  question  of  [oublic  ownership  of  railroads 
would  determine  also  the  policy  on  the  general  cjuestion  of  public  ownershi|i  which 
this  country  would  adopt  for  other  public  utilities.  So  far  as  the  matter  has  re- 
ceived attention  at  all  it  may  be  said  that  sentiment  in  favor  of  operation  of  steam 
railroads  by  the  federal  government  has  been  growing,  and  important  steps  have 
been  taken  in  that  direction.  The  situation  must  be  faced  in  the  near  future. 
Federal  ownership  of  railroads  would  mean  that  the  financial  affairs  of  the  govern- 
ment would  be  ciuadrupled,  and  that  expenses  woultl  be  trebled,  without  regard 
to  the  interest  on  the  money  invested.  The  effect  on  the  present  government 
bonds  and  the  loss  in  government  taxes  are  to  be  considered.  The  government 
can  not  carry  on  any  business  with  the  same  degree  of  economy  and  efficiency  as 
obtains  under  private  operation.  Government  ownership  has  proved  successful 
in  other  countries,  but  that  is  no  proof  that  it  would  be  adaptecl  to  a  government 
under  democratic  control  and  to  the  conditions  in  this  country.  Politics  would 
govern  operations,  and  it  would  be  necessary  to  guard  against  graft.  It  is  to  the 
interest  of  all  as  citizens  to  settle  the  cjuestion  of  government  ownership  and  to 
settle  it  right.  If  there  was  a  mistake  it  would  be  exceedingly  costly  to  with- 
draw from  the  results  of  the  error. 


^VwC 


i^ 


IS^ 


S 


s^ 


Vol.5 


July  15,  1914 


No.  1(> 


J 


RATE 
RESEARCH 


PUBLISHED  BY  THE 

RATE  RESEARCH  COMMITTEE 

OF  THE 

NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

120  WEST  ADAMS  STREET  -  -  -  CHICAGO 


^^ 


Entered  as  second-class  matter  July  11.  1913,  at  the  post-office  at  Chicago,  Illinois,  under  the  Act  of  March  3,  1879. 


NATIONAL    ELECTRIC    LIGHT    ASSOCIATION 

JOSEPH  B.  McCALIi President 

JOHN    A.  BRITTOX VICE-PRESIDENT 

HOLTON  H.  SCOTT Vice-President 

E.  W.  LLOYD Vice-President 

E.  C.  DEAL Vice-President 

T.  COMMERFORD  MARTIN  ....  SECRETARY 
S.  A.  SEWALL  ....     Ass'T  TO  THE  Secretary 

W.  F.  WELLS Treasurer 

H.  BILLINGS  .  Ass'T  Secretary  and  Treasurer 
EVERETT  W^.  BURDETT  .  .  .  General  Counsel 
GEO.  W.  ELLIOTT  .      .  Master  of  Transportation 

EXECUTIVE    COMMITTEE 

JOSEPH  B.  McCALL 

H.  CABELL  CHAS.  L.EDGAR         E.W.LLOYD  FRANK  M.  TAIT 

H.  G.  BBADLEE  W.  C.  L.  EGLIN  R.  S.  ORR  A.  AVILLIAMS 

JOHN  A.  BRITTON    A.C.EINSTEIN  ^V.  N.  RYERSON  T.I.JONES 

E.C.DEAL  C.  E.  GROESBECK     HOLTON  H.  SCOTT  W.  T\^.   FREEMAN 

RATE    RESEARCH    COMMITTEE 

E.  ^V.  LLOYD.  Chairman 
L.  H.  CONKLIN  W.  H.  JOHNSON  R.  A.  PHILIP 

A.  A.  DION  J.  W.  LIEB.  jR.  F.  W.  SMITH 

R.  S.  HALE  ^V.  J.  NORTON  \V.  H.  WINSLOW 

MIKE  S.  HART,  SECRETARY 
120   AN^EST  ADAMS   STREET         ■  -         CHICAGO,    ILL. 


Rate  Research 


William  J.  Norton,  Editor. 


Grace  Eaton  Hauk,  Associate  Editor. 


Issued  Every  WEDNESDAY  by  the  RATE  RESEARCH  COMMITTEE 

120  WEST  ADAMS   STREET        -         CHICAGO 

TERMS    OF   SUBSCRIPTION: 

Three  Copies  to  One  Address,  $25.00  a  Year;   Payable  in  Advance. 

Additional  Copies,  $8.00  a  Year. 

Single  Copy,  $10.00  a  Year;    Payable  in  Advance. 

Make  Checks  and  Drafts  Payable  to  Secretary,  National  Electric  Light  Association, 
and  Address  all  Communications  to  120  West  Adams  Street,  Chicago,  111. 


COPTRIGHT,    1914,   BT   NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 


CONTENTS  Page 

RATES 243 

The  Form  of  Electric  Rates 243 

COMMISSION  DECISIONS 248 

Nevada 248 

Massachusetts 251 

REFERENCES  252 

Investment  and  Return 252 

Public  Service  Regulation 253 

Municipalities 254 

General 255 

Court  Decision  References 256 


(242) 


Rate  Research 

Vol.  5 Chicago,  July  15,  1914 No.  16 

For  statement  of  facts  and   opinions   contained  in   papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 
THE  FORM  OF  ELECTRIC  RATES 

By  WiUiam  J.  Noiion.  Extracts  from  an  Address  to  the  Alichigan 
Section  of  the  National  Electric  Light  Association,  June  17,  1914. 

510— Forms  of  Rates. 

Rate  maldng  for  the  sale  of  electricity  is  not  a  tlieory.     It  is  an  art. 

Elements  of  Rate  Making. 

There  are  l)ut  three  basic  elements  which  should  enter  into  the  form 
of  electric  rates: 

1 .  Quantity. 

2.  Demand. 

3.  Customer  Expense. 

Quantity. 

The  element  of  quantit}'  is  found  in  all  rates,  either  in  a  simple  form, 
as  in  the  meter  rate,  or  in  an  estimated  quantity,  as  in  the  flat  rate. 

Demand. 

The  element  of  demand  in  electric  rates  is  based  upon  the  individual 
consumer's  responsibility  for  the  investment  of  the  central  station 
which  stands  ready  to  serve  such  customer.  Demand  may  be  meas- 
ured by  instrument,  estimated  as  a  percentage  of  connected  load,  by 
the  use  of  statistics  originally  based  upon  measurement,  or  it  may  be 
based  upon  other  functions  of  the  customer's  use  or  of  the  customer's 
premises. 

Customer  Expense. 

This  is  a  minor  element  in  rate  making,  and  represents  the  cost  to  the 
company-  for  such  charges  as  meter  reading,  billing,  postage,  book- 
keeping, etc.,  and  bears  no  relation  to  either  the  quantity  used  or  the 
demand  of  the  customer  upon  the  station. 

Rate  Elements  in  the  Simple  Rate  Form. 

The  effect  of  these  three  rate  elements  upon  the  form  of  electric  rates 
is  best  illustrated  by  the  foUoAving  table  which  shows  exactly  the  ele- 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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ments  that  enter  into  the  usual  forms  of  rates  in  the  way  of  charges 
for  quantity,  demand  or  customer  expense. 


The  Simple  Rate  Forms. 

Meter  Rates 

Straight  Line  Meter  Rate.  . 

Step  Meter  Rate 

Block  Meter  Rate 

Customers  Output  Rate. . .  . 


Customer     Demand 


Dem.and  Rates 
Flat  Demand  Rate 


Customer 


Wright  Demand  Rate ... 
Hopkinson  Demand  Rate 


Block  Hopkinson  Demand  Rate \ 

Three  Charge  Rate (       ^ 


Demand 

D 

d 


D 
D 
d 
d 
D 
d 


Energy 

E 
e 

6 
X 

Energy 


e(d) 
E 
e 
E 
e 
E 
e 


"C"  means  that  the  rate  includes  a  fixed  customer  charge  of  the  same 
amount  for  all  customers,  regardless  of  size. 

''c"  means  that  the  rate  includes  a  customer  charge  that  varies  for 
customers  different  size. 

"D"  means  that  the  rate  includes  a  demand  charge  of  constant  amount 
per  unit  of  demand. 

"d"  means  that  the  rate  includes  a  demand  charge  which  varies  in 
amount  per  unit  of  demand  according  to  amount  of  demand. 

"d"  means  that  the  rate  includes  a  charge  which  is  a  function  of  the 
use  of  demand. 

*'E"  means  that  the  rate  includes  an  energy  charge  of  constant  amount 
per  unit  of  energy. 

"e"  means  that  the  rate  includes  an  energy  charge  which  varies  in 
amount  per  unit  of  energy  according  to  the  amount  of  energy  used. 

"x"  means  that  the  rate  includes  a  charge  which  is  a  function  of  the 
output  of  some  commodity  which  theoretically  bears  some  direct  rela- 
tion to  the  quantity  used. 

The  accepted  forms  of  electric  rates  may  be  divided  into  two  main 
classes: 

Meter  Rates. 
Demand  Rates. 
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Meter  Rates. 

There  are  four  types  of  Meter  Rates: 

1.  Straight  Line  Meter  Rate. 

2.  Step  Meter  Rate. 

3.  Block  Meter  Rate. 

4.  Customers  Output  Rate. 

DEFINITIONS  AND  EXAMPLES. 

Meter  Rates. 

Definition.     The  term  "Meter  Rate"  is  appUcable  to  any  method  of 
charge  for  electric  service  which  is  based  solely  upon  quantity.     The 
quantity  is  expressed  in  units';  as,  kilowatt-hours  of  electricity  used 
tons  of  ice  made,  gallons  of  water  pumped,  etc. 

Straight  Line  Meter  Rate. 

Definition.  The  term  "Straight  Line"  as  used  in  connection  with 
a  meter  rate  indicates  that  the  price  charged  per  unit  is  constant,  i.  e. 
does  not  vary  on  account  of  any  increase  or  decrease  in  the  number  of 
units. 

Calculation.     The  total  sum  to  be  charged  is  obtained  by  multiplying 
the  total  number  of  units  by  the  price  per  unit. 
Instruments.     Integrating  meters  or  graphic  meters  are  used. 
Example.     10  cents  per  kilowatt-hour. 

Step  Meter  Rate. 

Definition.  The  term  "Step"  as  used  in  connection  with  a  meter 
rate  indicates  that  a  certain  specified  price  per  unit  is  charged  for  all 
or  any  part  of  a  specified  number  of  units,  with  reductions  in  the 
price  per  unit  based  upon  increases  in  the  number  of  units,  in  accord- 
ance with  a  given  schedule. 

Calculation.  The  total  sum  to  be  charged  is  obtained  by  multiply- 
ing the  total  number  of  units  by  the  price  applying  to  this  number  of 
units;  or  by  multiplying  the  total  number  of  units  by  a  primary  price 
and  deducting  the  discount  applying  to  this  number  of  units;  in  accord- 
ance with  a  given  schedule  of  discounts. 

Instruments.     Integrating  meters  in  graphic  meters  are  used. 
Example. 

12  cents  per  kilowatt-hour  for  from        1  to    50  kilowatt-hours'  use  per  month. 
10  cents  per  kilowatt-hour  for  from      51  to  100  kilowatt-hours'  use  per  month. 

9  cents  per  kilowatt-hour  for  from    101  to  150  kilowatt-hours'  use  per  month. 

8  cents  per  kilowatt-hour  for  from    151  to  200  kilowatt-hours'  use  per  month. 

7  cents  per  kilowatt-hour  for  from    201  to  300  kilowatt-hours'  use  per  month. 

6  cents  per  kilowatt-hour  for  the  excess  over  300  kilowatt-hours'  use  per  month. 
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Block  Meter  Rate. 

Definition.  The  term  "Block"  used  in  connection  with  a  Meter 
Rate  indicates  that  a  certain  specified  price  per  unit  is  charged  for  all 
or  any  part  of  a  block  of  such  units,  and  reduced  prices  per  unit  are 
charged  for  all  or  any  part  of  succeeding  l)locks  of  the  same  or  a  dif- 
ferent number  of  such  units,  each  such  reduced  prices  per  unit  apply 
only  to  a  particular  block  or  portion  thereof. 

Calculation.  The  total  sum  to  be  charged  is  obtained  by  multiply- 
ing the  number  of  units  in  the  first  block  by  the  price  per  unit  for  that 
block,  and  adding  thereto  the  number  of  units  in  the  second  block 
times  the  price  per  unit  for  that  block  and  so  on  until  the  sum  of  the 
units  falling  within  the  different  blocks  equals  the  number  of  units  to 
be  charged  for. 

Instruments.     Integrating  meters  or  graphic  meters  are  used. 
Example. 

10  cents  per  kilowatt-hour  for  the  first        15  kilowatt-hours'  use  per  month. 

8  cents  per  kilowatt-hour  for  the  next        85  kilowatt-hours'  use  per  month. 

6  cents  per  kilowatt-hour  for  the  next      100  kilowatt-hours'  use  per  month. 

5  cents  per  kilowatt-hour  for  the  next      300  kilowatt-hours'  use  per  month. 

4  cents  per  kilowatt-hour  for  the  next      500  kilowatt-hours'  use  per  month. 

3  cents  per  kilowatt-hour  for  the  next  1,000  kilowatt-hours'  use  per  month. 

2  cents  per  kilowatt-hour  for  the  excess  over  2,000  kilowatt-hours'  use  per 
month. 

Customers  Output  Rate. 

Definition.  The  term  "Customer's  Output  Rate"  is  applicable  to 
any  method  of  charge  for  electric  service  based  upon  the  customer's 
output  of  a  certain  definitely  named  commodity.  The  unit  of  cus- 
tomer's output  may,  for  example,  be  a  gallon  of  water  pumped,  a 
barrel  of  flour  manufactured,  or  a  ton  of  ice  made. 

Calculation.  The  total  sum  to  be  charged  is  obtained  by  multiply- 
ing the  number  of  units  of  output  by  the  price  per  unit.  Such  a  rate 
may  also  be  in  the  form  of  a  "Block  Rate"  or  a  "Step  Rate." 

Instruments.  Integrating  meters,  scales  or  other  measuring  instru- 
ments are  used. 

Example. 

6  cents  per  ton  of  ice  made. 

(This  is  a  rate  received  by  an  ice  plant  in  a  large  city.) 

2  cents  per  1,000  gallons  of  water  pumped. 

(This  rate  is  applicable  for  pumping  water  from  artesian  wells  under  average 

conditions.) 

The  Straight  Line  Meter  Rate  needs  no  explanation,  as  it  is  the  simjilest 
of  all  rates,  but  as  the  Wisconsin  Railroad  Commission  has  stated, 
"this  rate  can  be  satisfactory  only  wIutc^  all  of  the  customers  have 
about  the  same  demand  or  installation  and  use  the  current  al)out  the 
same  length  of  time  each  day.  Where  there  are  great  variations,  both 
in  the  demand  and  hours'  use,  on  the  other  hand,  then  the  straight 
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line  meter  rate  is  likely  to  be  descriminatory  against  either  the  long 
or  the  short  hour  customers." 

The  Step  Meter  Rate  has  in  the  past  been  quite  popular,  owing  to 
the  fact  that  each  bill  is  calculated  at  a  single  rate,  and  it  lias  therefore 
simplified  matters  for  both  the  sales  and  billing  departments.  It  is 
fundamentally  an  improper  rate,  however,  because  the  amount  of 
charge  for  a  greater  number  of  kilowatt-hours  in  many  instances  is  less 
than  the  amount  which  may  be  charged  for  a  less  number  of  kilowatt- 
hours.  I  think  it  is  a  fair  statement  that  twenty-five  per  cent  of  the 
schedules  in  existence  at  the  present  time  contain  one  or  more  rates 
of  this  character,  and  an  example  which  came  to  my  attention  some 
time  ago  showed  the  defects  of  this  rate  in  its  most  exaggerated  form. 
In  one  month  the  company,  under  a  step  rate,  charged  a  customer 
for  951  kilowatt-hours  $28.53  and  the  next  month  for  1,051  kilowatt- 
hours  the  charge  was  $21.02.  That  is  the  customer  paid  $7.51  mere 
for  100  less  kilowatt-hours.  Perhaps  the  worst  feature  of  this  rate  is 
that  unless  the  company  has  estalilished  its  rate  upon  such  a  basis, 
it  is  practically  impossible  to  restore  rates  to  a  proper  basis  without 
either  making  ^•ery  substantial  reductions  which  tend  to  impair  the 
income  or  else  raising  the  rates  of  some  individual  customers. 

I  think  it  is  fair  to  say  that  many  of  the  companies  would  abolish  the 
step  rate  if  it  were  not  for  this  fact,  and  the  general  feeling  against 
raising  the  rates  of  any  customer  has  deterred  the  companies  from 
making  a  change  to  a  more  rational  basis. 

In  this  connection  it  is  interesting  to  note  that  the  commissions  as  a 
rule,  have  condemned  this  type  of  rate,  and  on  the  whole  they  have 
been  of  great  assistance  to  the  companies  in  making  the  change  to  a 
proper  basis.  The  following  extract  from  a  letter  from  a  commission 
to  one  of  the  companies  bears  upon  the  case  in  point: 

"In  making  a  comparison  of  rate  schedules,  I  find  yours  among 
those  w^hich  are  open  to  criticism.  It  is  recessive,  that  is,  it  violates 
the  long  and  short  haul  principle.  For  example,  an  actual  bill  of 
$4.90  calls  for  $4.41  if  for  lighting  and  $3.92  if  for  power,  while  a 
bill  for  $5.10  calls  for  only  $4.33  if  for  lighting  and  $3.57  if  for  power, 
and  a  bill  for  $9.90  calls  for  $8.41  if  for  lighting  and  $6.97  if  for 
motor,  while  a  bill  for  $10.10  calls  for  onlv  $8.08  if  for  lighting  and 
$6.06  if  for  motor,"  etc. 

In  this  case  the  steps  are  arranged  as  a  series  of  discounts  which  were 
granted  if  bills  were  promptly  paid,  and  the  commission  further  pointed 
out  that  discount  for  quantity  should  be  divorced  from  the  prompt 
payment  requirement. 

The  Block  Meter  Rate  is  certainly  the  best  of  the  meter  rates,  and 
in  general  it  attempts  to  provide  certain  blocks  which  correspond  in 
general  averages  to  rates  of  the  demand  type.  It  certainly  fails,  how- 
ever, to  give  the  small  but  long  hour  customer  a  rate  as  low  as  he  is 
entitled  to,  and  on  the  other  hand,  it  gives  to  the  large  short  hour 
customer  a  discount  to  which  he  is  not  entitled. 
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The  general  simplicity  of  the  rate  and  the  ease  with  which  it  is  under- 
stood by  the  customers  are  the  reasons  for  its  adoption  by  many  com- 
panies, especially  for  retail  lighting,  and  on  the  whole  it  has  given 
satisfactory  results. 

The  Customer's  Output  Rate.  This  rate  has  been  tried  many 
times,  but  on  the  whole  Avith  very  little  success,  and  it  generally  results 
in  a  customer's  obtaining  service  at  an  unduly  low  rate,  and  as  there  is 
no  inclination  on  the  part  of  most  customers  to  protect  the  company, 
the  rate  has  a  tendency  to  cause  waste.  A  rather  interesting  example 
of  this  rate  came  to  my  attention  some  time  ago,  where  a  large  com- 
pany made  a  contract  renewable  for  five  years  with  a  flour  mill,  the 
rate  being  based  upon  the  output  of  the  mill.  By  the  terms  of  the 
contract,  the  actual  rate  was  subject  to  revision  based  upon  the  results 
of  the  first  two  months'  operation.  The  customer,  realizing  the 
situation,  maintained  a  very  busy  flour  mill  for  those  two  months  and 
the  rate  was  established  for  a  very  high  load  factor.  In  none  of  the 
succeeding  months,  however,  has  the  output  anywhere  nearly  approxi- 
mated the  original  two  months,  and  the  company  now  looks  forward 
to  serving  this  customer  at  a  loss  for  the  next  eight  years. 


COMMISSION  DECISIONS 

NEVADA 

720— Rate  Schedule. 

Complaint  v.  Truckee  River  General  Electric  Company,  Alleging 
Excessive  Rates  For  Electric  Power.  Decision  of  the  Nevada  Public 
Service  Commission,  Fixing  Rates.     May  27,  1914. 

Upon  investigation,  the  commission  ordered  the  company  to  put  in 
effect,  on  or  before  the  first  day  of  July,  the  following  schedule  for  power 
service : 

POWER  SCHEDULE. 
Schedule  No.  1. 

For  power  and  all  other  purposes,  connected  "Lighting  Load"  not  to^exceed  10% 
of  "Other  Connected  Load." 

Rate, 

4.5  cents  per  kilowatt-hour  for  the  first        300  kilowatt-hours  use  nor  month 
4  "       "  "  "     "    next        300  "  "       " 

3  "  «  «  "     «         «          400              "  «  «  « 

2  "  "  "  "     "         "       1,000              "  "  "  " 

1.8  "  "  "  "     "         "       s'oOO               "  "  "  " 

1.7  "  "  "  "     "         "     l()!o()0               "  "  «  " 

1.6  "  "  "  "     "         "     30^000  "  "  " 
1.5  "  "  "  for  all  excess  use  per  month. 

Additional  charges  of  $1.25  i)er  month  per  average  maximum  tested  horsepower 
input  to  each  hoist  motor,  when  operathig  at  full  speed  with  load. 
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Discount. 

W/c  of  all  of  the  rates  of  this  date  of  issue  when  customer  uses  current  and 
company'  meters  current  at  2,200  volts  or  when  customer  furnishes  high-tension 
transformers  and  company  meters  curr(>nt  on  low-tension  side  of  transformers. 

Prompt  Payment  Discount. 

10%  when  hill  is  paid  on  or  before  the  1.5th  day  of  the  month  next  following 
that  for  which  bill  is  rendered. 

Minimum  Charge. 

$1.10  per  rated  horsepower  motors  installed  except  motors  used  for  hoisting 
purposes. 

Term  of  Contract. 

Not  less  than  one  year. 

Schedule  No.  2. 
For  Prospectors  and  Other  Small  Power  Users. 

For  power  and  all  other  purposes,  connected  "Lighting  Load"  not  to  exceed  10% 
of  "Other  Connected  Load." 

Rate. 

.5    cents  per  kilowatt-hour  for  the  first      .300  kilowatt-hours  use  per  month. 
41       «       «  "  "     "    ijpxt      300  "  "       " 

«       «  "  4QQ  «  «  u  u 

"     "         "     1,000  "  "       " 

"  all  excess  use  per  month. 

Discount. 

10%  on  all  of  the  rates  of  this  date  of  issue  when  customer  uses  current  and 
company  meters  current  at  2,200  volts,  or  when  customer  furnishes  high-tension 
transformers  and  company  meters  current  on  low-tension  side  of  transformers. 

Prompt  Payment  Discount. 

10%  when  bill  is  paid  on  or  before  the  loth  day  of  the  month  next  following 
that  for  which  bill  is  rendered. 

Minimum  Charge. 

25  cents  per  coimected  horsepower  of  motors. 
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Schedule  No.  3. 
For  Any  and  All  Purposes. 


7    cents  per  kilowatt-hour  for  the  first    150  kilowatt-hours  use  per  month. 
gi       "       "  «  "     "    next   100  "  "       " 
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41       "       "  "  "  all  excess  used  per  month. 

Minimum  Charge. 

$1.00  per  month  j^er  meter. 
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Schedule  No.  4. 
For  Irrigation  Purposes. 

Power  not  to  be  used  between  the  hours  of  6  to  11  P.  M.  daily  and  only  during  the 
months  from  April  to  October,  inclusive,  of  each  year.  Power  to  be  supplied  and 
metered  at  2,200  volts  or  supplied  at  transmission  voltage  and  metered  on  the 
low-tension  side  of  consumer's  high-tension  transformers. 

Rate. 

1.7  cents  per  kilowatt-hour  for  the  first    5,000  kilowatt-hours  use  ner  month. 
1.5     "         "  "  "       "       "    next    5,000        "  "         "     *" 

1     o       a  u  u  a  u  u  u        iyr\  AQn  ('  <>  u  u  ii 

1.2    "         "  "  "       "     all  excess  use  per  month. 

Prompt  Payment  Discount. 

10%  on  the  above  rates  when  payments  are  made  on  or  before  the  15th  day  of 
the  month  next  following  that  for  which  the  bill  is  rendered. 

Minimum  Charge. 

S3. 00  per  season  per  rated  horsepower  of  motors  connected,  or  per  rated  installed 
capacity  of  high-tension  transformers  figiu'ed  in  kilovolt  amperes,  if  they  exceed 
by  50%  the  rated  capacity  of  motors  connected. 

Term  of  Contract. 

Not  less  than  five  years. 

Schedule  No.  5. 
For  Large  Reduction  Works. 

For  con.sumer  controlling  reduction  works  which  rmi  twenty-four  hours  a  day, 
also  for  mines  which  are  controlled  by  the  same  partj'  that  controls  such 
reduction  works,  and  those  outputs  are  treated  at  such  reduction  works. 
Current  to  be  furnished  and  metered  at  2,200  volts,  or  furnished  at  trans- 
mission voltage  and  metered  on  low-tension  side  of  consumer's  high-tension 
transformers. 

Rate. 

Demand  Charge. 

■$2.25  per  month  for  average  maximum  tested  horsepower  input  to  each  hoist 
motor. 

Energy  Charge. 

1.07  cents  per  kilowatt  hoiu'  for  current  consumed. 
Prompt  Payment  Discount. 

10%  on  the  above  rates  when  payments  are  made  on  or  before  the  fifteenth  day 
of  the  month  next  following  that  for  which  the  bill  is  rendered. 

Minimum  Charge. 

.$1.00  per  rated  horse  power  of  motors  connected  and  not  less  than  .$.500.00  during 
the  months  of  April  to  November,  inclusive,  except  that  the  minimum  may  be 
discontinued  for  such  period  of  time  during  which  no  current  is  used,  provided 
the  consumer  gives  60  days'  written  Jiotice. 

Schedule  No.  6. 
Supplement  to  Above. 

For  power  and  all  other  purposes,  "Connected  Lighting  Load,"  not  to  exceed  10% 
of  "Other  Connected  Load."     Plant   to  run  twentv-four  liours  a  day  and  .sucli 
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motors  that  run  less  than  twcnty-fonr  hours  a  (hiy  arc  not  to  be  run  hotwoen  the 
hours  of  5  P.  M.  to  10  P.  M.  daily,  during  the  months  of  November  to  iMarch,  in- 
clusive. Current  to  be  furnished  and  metered  at  2,200  volts,  or  fumished  at  trans- 
mission voltage  and  metered  on  low-tension  side  of  consumer's  high-tension  trans- 
formers. 

Rate. 

Demand  Charge. 

$2.25  per  month  per  average  maximum  tested  horsepower  injmt  to  each  hoist 
motor  when  operating  at  full  speed  with  load. 

Energy  Charge. 
1.2  cents  per  kilowatt-hour  for  the  first  50,000  kilowatt  hours' use  per  month. 
1.0  cents  i)er  kilowatt-hour  for  all  excess  use  per  month. 

Prompt  Payment  Discount. 

10'  e  on  the  above  rate  when  payment  is  made  on  or  before  the  fifteenth  of  the 
month  next  following  that  for  which  bill  is  rendered. 

Minimum  Charge. 

$1.00  per  rated  horsepower  of  motors  connected  and  not  less  than  $500.00. 

Term  of  Contract. 

Not  less  than  five  years. 

MASSACHUSETTS 

616.1    Street  Lighting. 

Complainant  vs.  Electric  Light  and  Power  Company,  Alleging  that 
the  Price  for  Street  Lighting  Service  in  Rockland  (pop.  6,928)  is  Exces- 
sive. Decision  of  the  Massachusetts  Board  of  Gas  and  Electric 
Light  Commissioners,  Fixing  Rates.    May  29,  1914. 

600— Rate  Differentials. 

In  the  effort  to  determine  a  separate  and  distinctive  price  for  street  or 
commercial  service,  while  care  should  be  taken  that  the  commercial 
service  should  not  be  required  to  carry  the  burden  of  the  street  lights  or 
that  street  lights  should  not  be  made  unduly  high  for  the  benefit  of  the 
commercial  rates,  it  is,  nevertheless,  unnecessary,  in  order  to  avoid  this, 
to  undertake  a  precise  determination  of  the  separate  cost  of  street  lights 
as  such,  or  that  of  any  particular  division  of  the  commercial  service  or 
of  the  cost  of  service  to  one  town  wholly  apart  from  its  cost  in  the  other 
towns  or  cities  served  by  the  company.  The  attempt  to  do  something 
of  the  kind  is  not  unusual,  but  the  Board  has  been  obliged  in  other  cases 
to  decide  that  such  a  course  seems  neither  necessary  nor  desirable.  Any 
such  determination  must  necessarily  depend  upon  many  assumptions 
and  theoretical  considerations,  and,  while  they  may  be  of  some  impor- 
tance or  may  throw  some  light  upon  the  main  question,  they  cannot  in 
the  present  development  of  the  business  be  of  themsel^•es,  and  alone 
conclusive. 
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623 — Load  Factor. 

It  is  quite  obvious  that  certain  portions  of  the  plant  are  devoted  ex- 
clusively to  street  lighting;  that  certain  items  of  operation  are  incurred 
solely  for  this  purpose,  and,  relative  to  the  amount  of  electricity  used, 
the  investment  per  unit  may  be  greater  for  street  than  commercial 
lighting.  Yet,  on  the  other  hand,  street  lighting  has  a  far  better  load 
factor  than  most  of  the  company's  customers,  especially  those  paying 
only  the  maximum  net  price.  And  hence,  where  certain  differentials 
are  offered,  as  is  done  by  this  company,  to  private  consumers  in  recog- 
nition of  the  importance  of  the  load  factor  in  making  rates  for  service, 
street  lighting  should  not  have  this  consideration  entirely  ignored  when 
its  price  is  to  be  determined.  It  may  not  be  easy  to  assess  this  advan- 
tage with  precision  in  a  particular  case,  but  the  Board  is  satisfied,  from 
its  investigation  of  numerous  cases,  that  it  may  go  far  to  offset,  if  it 
does  not  entirely  cancel,  the  effect  of  the  additional  fixed  charges  and 
operating  expenses  which  may  be  attributed  to  street  lighting. 

The  Board  recommends  that  on  and  after  June  1,  1914,  the  rate  for 
street  lighting  in  Rockland  be  as  follows: 

$14  per  Lamp  per  year  for  40-watt  tungsten  incandescent  lamps,  operated 
on  a  moonlight  schedule  of  approximately  2000  hours  a  year,  so  long 
as  not  less  than  390  of  such  lamps  are  supplied. 


REFERENCES 

INVESTMENT  AND  RETURN 

330 — Capitalization. 

Capitalization  of  Earnings,  by  Morris  Schaff.  The  Economist,  1 
page,  July  4,  1914,  p.  29. 

This  is  reprinted  from  the  issue  of  the  Annals  of  the  American  Academy  of  Political 
and  Social  Science  referred  to  in  5  Rate  Research  139.  It  is  said  that  the  capital- 
izing not  only  of  surphises  but  of  future  earnings,  has  aroused  the  public  to  a 
thoughtful  and  serious  inquiry  as  to  its  rights  in  these  surpluses  and  the  devotion 
of  the  monopolies'  earnings.  Hence  the  conflict  now  raging  before  the  courts  be- 
tween the  speculators  in  our  gas  and  electric  companies  and  the  public,  became 
inevitable.  The  stand  taken  by  the  State  of  Massachusetts  and  by  the  Massachu- 
setts Gas  and  Electric  Commission  on  this  matter  is  referred  to.  The  author  holds 
that  commission  regulation  camiot  be  successful  without  guarding  against  an  excess 
of  capital,  and  that  rates  fixed  either  by  courts  or  commissions  must  reflect  the 
consumers'  inalienable  equity  in  whatsoever  there  may  be  in  the  plant,  which  they 
directly,  or  society  indirectly,  may  have  contributed  in  the  way  of  accretions  to 
values. 

319.1    Water  Power  Rights. 

An  Important  Supreme  Court  Decision  on  Water  Rights.     Article 

and  Editorial,  Engineering  and  Contracting,  1|  pages,  July  8,  1914,  p.  36 

and  p.  25. 

The  decision  of  the  Supreme  Court  iti  the  San  Joaquin  &  Kings  River  Canal  & 
Irrigation  Co.  case,  referred  to  in  .5  Rate  Reseach  137,  is  reprinted.     In    the 
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editorial  various  decisions  by  the  Idaho,  Nevada  and  California  Commissions 
on  this  point  are  considered.  The  conclusion  formed  is  that  the  attitude  of  jMiblic 
service  commissions  has  been  unfavorable  to  capitalizing  the  profits  derived  from 
the  ownership  of  water  rights.  Therefore,  the  recent  decision  of  the  Supreme 
Court  is  of  particular  interest  to  companies  owning  water  rights  used  or  usable 
for  power,  irrigation  or  municipal  supply.  In  brief,  the  court  decision  makes  it 
compulsory  to  estimate  water  right  values  and  to  include  them  with  the  value 
of  the  rest  of  the  property  arriving  at  a  base  upon  which  to  calculate  the  "fair 
return."  Methods  to  be  used  in  estimating  water  right  values,  are  discussed. 
The  "capitalized  profit"  method  is  suggested,  with  the  use  of  other  methods, 
as  a  check  upon  the  reiisonableness  of  the  conclusions  reached  thereby.  Among 
these  other  methods  is  the  "next  available  source  of  supply  method."  There  is 
a  discussion  of  the  error  made  by  the  California  Commission  in  its  criticism  of 
the  latter  method  in  the  Eureka  Water  Co.  appraisal  decision  of  March  23,  1914. 

300    Investment  and  Return. 

Decision  in  Rate  Case  in  Springfield  Mo.  Article  and  Editorial,. 
Electrical  World,  July  4,  1914,  p.  9  and  p.  1. 

Like  other  early  acts  of  new  commissions,  the  decision  of  the  Missouri  commission 
in  the  Springfield  case  produces  somewhat  of  a  shock.  In  fixing  a  rate  of  return 
the  commission  bases  its  finding  on  the  legal  rate  of  interest  in  the  State.  The 
legal  rate  is  applicable  to  loans.  Loans  are  different  from  business  enterprises. 
Even  if  the  business  enterprise  is  a  public  utility,  its  capital  investment  is  not  a 
loan.  There  is  greater  risk  in  investment  than  in  loaning.  The  commission  is 
acting  summarily  in  its  dealings  with  the  holding  company  in  this  case.  Charges 
made  by  a  holding  company  to  a  subsidiary  cannot  be  justified  unless  they  are 
reasonable  and  for  fair,  full  and  plain  value  received,  but  is  idle  to  suggest  that 
they  may  be  availed  of  only  in  the  event  of  inability  of  the  local  manager  to  meet 
a  situation.  Any  holding  company  that  is  worth  its  salt  can  give  needed  and  good 
advice  to  a  subsidiary. 


PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation. 

Regulation  of  Utilities.  Editorial,  Electrical  World,  July  11,  1914, 
p.  57. 

The  discussion  on  "State  Regulation  of  Public  Utilities"  in  the  last  number  of 
the  Annals  of  (he  American  Academy  of  Political  and  Social  Science  [see  5  Rate 
Rese,\rch  139]  is  criticized  as  dealing  with  the  subject  more  from  the  commission 
than  from  the  company  point  of  view.  It  reveals  the  ideas  of  authors  who  in  the 
main  present  the  efforts  and  arguments  of  the  commissions,  and  it  merits  careful 
study.  If  it  had  included  articles  by  the  regulated  in  addition  to  those  by  the 
regulating,  it  would  have  given  a  better  survey  of  regulative  conditions  as  a 
whole.  One  of  the  most  interesting  of  the  articles,  by  Mr.  Eshleman,  of  Cali- 
fornia, is  on  the  question  of  whether  the  commission  should  have  control  of  the 
issue  of  securities.  Mr.  Eshleman  answers  this  in  the  affirmative.  It  would 
have  helped  in  solving  a  problem  which  needs  much  light  if  the  negative  could 
have  been  presented  by  an  equally  prominent  member  of  a  commission  who  thinks 
that  the  state  control  is  unwise.  No  problem  in  regulation  is  more  far-reaching. 
It  is  difficult  to  see  how  the  state  can  control  the  issue  of  securities  without  at 
the  same  time  assuming  a  moral  if  not  a  legal  responsibility  therefor.  Desirable 
as  this  is  for  investors,  the  states  should  be  fully  aware  of  the  obligations,  if  any, 
that  the}"  assume. 
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MUNICIPALITIES 

820 — State  Regulation  of  Municipal  Utilities. 

Minnesota  Home  Rule  and  Wisconsin  ReCxUlation,  by  Clyde  Lyn- 
don King.     National  Municipal  Review,  8  pages,  July,  1914,  p.  564. 

The  Minnesota  Home  Rule  League  has  not  adequately  supported  its  indictment 
against  state  regulation  in  Wisconsin  (see  .5  Rate  Research  92,  208).  The  Wis- 
cohsin  Commission  and  the  principal  of  state  regulation  are  "indicted"  of  ills  that 
are  in  no  sense  attributable  either  to  the  commission  or  to  the  principle  of  state 
regulation.  The  league  cjuotes  John  W.  Bennett,  "a  lawyer,  newspaper  man,  pub- 
licist and  trained  investigator,"  as  authority  for  the  statement  that  out  of  the  1.34 
cases  decided  by  the  Wisconsin  Commission  from  1907  to  1912,  Wisconsin's  public 
was  successful  to  a  substantial  extent  in  but  seven  per  cent  of  the  cases  they  brought 
by  it  for  rate  reduction  and  was  given  only  the  slightest  relief  in  but  twent.y-nine 
per  cent  of  the  cases;  while  public  service  corporations  were  successful  to  some 
extent  in  more  than  ninety-six  per  cent  of  the  cases  they  brought  before  the  com- 
mission for  rate  increases,  and  fully  or  substantially  successful  in  more  than  eighty- 
two  per  cent  of  their  cases  for  rate  increases.  A  survey  of  the  decisions  made  by 
the  Wisconsin  commission  shows  that  these  statistics  and  percentages  are  not 
correct.  The  most  telling  argument  used  against  the  Wisconsin  commission  is 
its  attitude  toward  competition.  Duplication  of  plants  and  distribution  systems 
will  have  to  be  paid  for  by  the  public  in  higher  rates.  Yet  if  competition  is  never 
allowed,  it  seems  evident  that  slothful  and  inefficient  management  must  inevitably 
result.  Therefore,  the  rule  of  the  California's  commission  will,  in  the  long  run, 
be  much  safer  than  the  practice  of  the  Wisconsin  commission  has  been. 

830— Public  Ownership. 

Government  Ownership  of  Telegraphs  and  Telephones,  by  Russell 
M.  Story.     National  Municipal  Review,  4j  pages,  July,  1914,  p.  621. 

The  report  to  the  postmaster  general  on  government  ownership  of  the  telegraph 
and  telephone  lines,  the  reply  contained  in  the  annual  report  of  the  American  Tele- 
phone and  Telegraph  Company,  and  the  speech  of  Congressman  Lewis  of  Maryland 
on  this  .subject,  are  reviewed.  It  is  stated  that  the  contentions  of  the  president 
of  the  American  Telephone  and  Telegraph  Company  are  interesting  but  not  con- 
clusive. They  might  well  be  supplemented  with  a  volume  of  statistics  that  would 
be  of  value,  inasmuch  as  it  is  asserted  that  those  in  the  government  volume  "have 
little  or  no  real  value."  Nor  are  the  contentions  of  Mr.  Lewis  in  the  third  of  the 
publications  cited  above  in  regard  to  the  public-service  motive,  the  operative 
efficiency  and  the  benefits  that  would  follow  postalization  fully  met.  The  report 
of  the  post  office  department's  committee  may  not  be  comi)lete,  and,  indeed,  tliere 
are  some  things  which  it  seems  to  have  failed  to  give  due  consideration,  but  their 
report  cannot  be  deemed  valueless.  On  the  contrary,  their  work  has  been  fairly 
well  performed  and,  supplemented  as  it  is  by  the  work  of  Mr.  Lewis,  is  worthy  of 
a  wide  jKiblic  consideration  in  addition  to  tliat  which  it  has  received  at  the  hands 
of  the  Bell  companies. 

840 — Municipal  Operation. 

The  Municipal  Railways  of  San  Francisco,  by  E.  A.  Walcott 
National  Municipal  Review,  2|  pages,  July,  1914,  p.  554. 

The  results  of  the  oi)eration  of  San  PVancisco's  municipal  railway  system  show  a 
fair  degree  of  success  for  municipal  operation.  Ciu'iou.sly  enough  the  municipal 
statement  attempts  to  show  a  net  profit  from  the  road  of  .$8.'5,.S45.8()  by  adding  to 
the  true  net  profit  of  $45,804.47  the  items  of  taxes  and  cost  of  services  rendered 
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by  other  departments.  As  these  items  are  set  aside  as  a  replacement  of  loss  to 
the  public  treasury  through  deprivation  of  revenue  by  public  ownership,  or  expenses 
incurred  on  behalf  of  th(>  road  and  paid  for  by  funds  charged  to  other  departments, 
it  is  rather  strange  that  they  should  be  put  forward  as  profits  to  the  public  through 
public  ownership.  The  service  on  Geary  Street  has  been  much  impro\"ed  by  the 
city's  line,  and  this  has  had  an  effect  of  stimulating  similar  improvements  on  the 
parallel  lines  of  the  United  Railroads.  The  municipal  service  has  not,  however, 
had  any  noticeable  effect  in  eliminating  the^  "straphangers." 

800 — Municipalities. 

Seven  Ye.\rs  of  Municip.\l  Fin.\nce  in  Phil.\delphia.  Citizen's 
Busijiess,  December  11,  1913,  20  pages. 

An  anah'sis  is  given  of  the  receipts  and  expenditures  of  the  city  since  1903.  During 
the  past  four  years,  the  average  annual  deficit  has  been  -SI, 160,000.  Various  dia- 
grams, tables  and  curves  are  given,  to  show  (1)  that  the  citv  has  been  living  beyond 
its  income;  (2)  that  the  debt  has  increasecl  much  more  rapidly  than  the  revenue 
available  for  meeting  the  debt  service;  (.3)  that  the  rate  of  increase  in  e.xpenditure 
must  be  lowered,  or  the  rate  increase  in  receipts  raised. 

The  above  magazine  is  issued  weekly  by  the  Bureau  of  Municipal  Research  of 
Philadelphia. 

820 — State  Regulation  of  Municipal  Utilities. 

Combination  of  Cities  Against  Public  Utilities.  Article  and  Edi- 
torial, Electrical  World,  .July  4,  1914,  p.  4  and  p.  1. 

The  movement  inaugurated  by  the  mayors  of  several  cities  for  a  conference  of 
municipal  officials  to  consider  public  utilities,  is  discussed.  It  is  said  that  in  most 
localities  state  regulation  has  supplanted  city  regulation.  The  reason  why  this 
is  so  is  that  state  regulation  is  better  for  the  interests  of  the  people  as  a  whole 
than  is  city  regulation.  To  the  extent  that  the  {proposed  combination  of  mayors 
tries  to  weaken  the  power  of  state  regulation,  it  will  be  an  imdesirable  organiza- 
tion. The  public  desire  at  this  time  is  for  state  regulation,  and  every  opportunity 
should  be  given  to  test  the  ability  of  this  power  in  government  to  solve  fairly  the 
problems  between  companies  and  public.  To  the  extent  that  the  mayors  combine 
merely  for  the  purpose  of  presenting  the  interests  of  their  constituents  fairly 
before  commissions  and  of  seeking  by  proper  non-political  means  all  of  the  facts 
in  reference  to  public  utility  properties  the  combination  will  work  toward  a  de- 
sirable end. 


GENERAL 

980— Public  Relations. 

The  Question  of  Public  Relations,  by  Thomas  N.  McCarter.  An 
Address  Delivered  at  Toledo,  Ohio,  June  25,  1914.  Electric  Railway 
Journal,  3j  pages,  July  4,  1914,  p.  11. 

A  review  of  the  three  points  of  fare,  franchise,  and  municipal  ownership  is  given. 
With  reference  to  fair  rate  of  return,  it  is  said  that  there  should  be  no  extraordinary 
or  improper  return,  but  the  retiu-n  should  always  be  substantial  and  above  the  legal 
rate  of  interest.  Otherwise  the  in\-estors  who  have  some  idea  of  the  annoyance 
and  responsibility  of  this  work,  would  leave  their  money  in  a  savings  bank  or  take 
a  mortgage  on  real  estate,  and  leave  the  troubles  of  this  business  for  someone  else. 
It  must  be  sufficient  to  attract  capital.  It  must  be  sufficient  to  keep  the  property 
developed  up  to  the  needs  of  the  city,  and  by  and  large,  it  should  never  be  less  than 
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8  per  cent  on  the  value  of  the  property  devoted  to  the  public  use.  Otherwise 
capital  will  flow  elsewhere  into  different  channels  with  less  hazard.  Any  commun- 
ity that  seeks  to  pare  down  the  return  below  this  point  hurts  not  only  the  traction 
company  but  more  especially  itself.  The  statement  is  made  that  the  principle  of 
a  short  term  franchise  is  all  wrong.  It  is  uneconomical  and  unsound.  If  this 
franchise  question  did  not  come  to  a  head  with  such  periodic  frequency,  but  went 
on  either  indeterminately,  or  so  that  the  amortization  would  be  spread  over  a 
long  period  of  years  and  not  fall  so  heavily  upon  the  present  generation,  it  would 
be  better  for  all  concerned.  It  is  asserted  that  municipal  government  in  America 
has  been  a  failure  and  that  it  is  unwise  to  turn  over  to  those  officials  who  have 
already  made  a  failure  of  almost  everything  they  have  undertaken,  the  burden  of 
the  operating  of  public  utilities. 


COURT  DECISION  REFERENCES. 


382— State  Taxation. 

People  ex  rel  Genesee  Light  &  Power  Co.  v.  Sohmer,  State  Comp- 
troller. Decision  of  the  New  York  Supreme  Court,  Appellate 
Division,  Third  Department.     May  6,  1914.     147  N.  Y.  Supp.  726. 

Section  186  of  the  Tax  Law  of  New  York  (Consol.  "Laws,  c.  60)  imposes  a  tax  upon 
the  gross  earnings  of  gas,  water  and  electric  companies,  and  provides  that  the 
term  "gross  earnings"  means  all  receipts  from  the  employment  of  capital  without 
deduction.  This  decision  holds  that,  imder  this  law,  an  electric  light  company  is 
not  entitled  to  have  deducted  from  its  gross  receipts  the  amount  paid  by  it  to 
another  corporation  for  the  electricity  furnished,  notwithstanding  the  fact  that 
such  amount  enters  into  the  gross  earnings  of  the  selling  coiporation  andj^is  taxed 
against  it. 


314.22— Franchises. 

State  ex  rel.  Beals,  Co.  Atty.,  vs.  City  of  Stafford,  et  al.  Decision 
of  the  Supreme  Court  of  Kansas.     May  9,  1914.     140  Pacific  868. 

This  is  a  suit  to  enjoin  the  city  of  StafTord  and  its  officers  from  purchasing  the 
light  plant,  or  the  material  composing  the  plant,  of  the  Larabee  Light  &  Power 
Company,  and  also  from  using  the  funds  derived  from  bonds  authorized  by  a 
vote  of  the  electors  of  the  city,  and  issued  for  the  purpose  of  constructing  an 
electric  light  plant,  and  to  reciuire  the  officers  to  restore  to  the  special  light 
fund  the  money  wrongfully  taken  therefrom. 

The  city  paid  $14,000  for  the  plant  in  question.  The  Court  holds  that  $2,200  of 
this  amount  was  allowed  for  the  unexpired  franchise,  and  sets  this  part  of  the  sale- 
contract  aside. 


226— Service. 

Sei  v.  Water  Supply  Co.  of  Albuquerque.  Decision  of  the  Supreme 
Court  of  New  Mexico.     April  28,  1914.     140  Pacific  1067. 

This  holds  that  a  rule  adopted  by  a  water  supply  company  which  provides  that  all 
bills  shall  be  paid  monthly,  within  a  reasonable  time  after  they  become  due,  and, 
in  case  such  payment  is  not  so  made,  the  water  will  bo  turned  off  for  non-payment 
and  a  charge  of  $1  made  for  turning  off  and  t  urning  on  the  same,  is  reasonable  and 
not  discriminatory,  and  may  be  enforced  by  the  company. 
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RATES 
THE  FORM  OF  ELECTIC  RATES 

By  William  J.  Norton.  Extracts  from  an  Address  to  the  Michigan 
Section  of  the  National  Electric  Light  Association,  June  17,  1914. 
Begun  in  5  Rate  Research  243. 

DEMAND  RATES. 
510 — Forms  of  Rates. 

Definition.  The  term  "Demand  Rate"  is  applicable  to  any  method 
of  charge  for  electric  service  which  included  a  charge  which  is  based 
upon,  or  is  a  function  of  the  use  of  maximum  demand  during  the  given 
period  of  time.  The  demand  is  expressed  in  such  units  as  kilowatts, 
or  horse-power. 

Flat  Demand  Rate. 

Definition.  The  term  ''Flat  Demand  Rate"  is  apphcable  to  any 
method  of  charge  for  electric  service  which  is  based  upon  the  cus- 
tomer's installation  of  energy  consuming  devices.  Sometimes  this 
type  of  rate  is  nominally  so  much  per  customer  per  year  or  per  month 
for  each  of  various  classes  of  customers,  but  estimated  demand  (and 
quantity  of  energ\^  likely  to  be  used)  play  an  important  part  m  the 
determination  of  the  class.  Such  a  rate  may  be  modified  by  the  "Block 
or  Step"  method  or  features. 

Instruments.  No  measurement  of  quantity  of  energy  used  is  made. 
The  demand  may  be  measured  by  maximum  demand  instruments,  by 
test,  inspection,  or  may  be  estimated.  Maximum  demand  in  some 
cases  is  controlled  by  limiting  de\dces. 

Example.  In  the  "Flat  Demand  Rates"  below  the  charge  is  a  de- 
mand charge  of  constant  amount  per  cent  of  demand. 

$1.00  per  month  for  each  50  watts  of  installation  connected, 
or 

$25.00  per  year  for  each  horse-power,  or  fraction  thereof,  of  the  connected 
load 

or 

$40.00  per  year  for  each  kilowatt,  or  fraction  thereof,  of  the  maximum  demand. 

In  the  following  "Flat  Demand  Rates"  the  charge  is  a  demand  charge 
which  varies  in  amount  per  unit  of  demand  according  to  the  amount 
of  demand. 

Editorul  Note. — All  indented  matter  is  direct  quotation. 
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$1.00  per  month  for  each  50  watts  for  the  first  500  watts  of  installation  con- 
nected. 

$0.75  per  month  for  each  50  watts  in  excess  of  500  watts  of  installation  con- 
nected. 

or 

$25.00  per  year  per  horse  power  for  the  first  200  horse  power  of  connected  load. 

$20.00  per  year  per  horse  power  for  the  excess  over  200  horse  power  of  connected 


load. 


Wright  Demand  Rate. 


Definition.  The  term  "Wright  Demand  Rate"  is  applicable  to  that 
method  of  charge  in  which  a  maximum  rate  is  charged  for  a  certain 
amount  of  energy,  and  one  or  more  lesser  charges  are  made  for  the 
balance  used  on  the  block  principle,  in  accordance  with  a  schedule 
which  is  based  upon  the  length  of  use  of  the  maximum  demand,  as 
measured  or  estimated. 

Calculation.  The  number  of  kilowatt-hours  equivalent  to  a  given 
number  of  hours'  daily  or  monthly  use  of  the  maximum  demand  is 
determined.  The  total  sum  to  be  charged  is  then  found  by  multiply- 
ing the  number  of  kilowatt-hours  in  the  first  block  by  the  price  per 
miit  for  that  block,  and  adding  thereto  the  number  of  units  in  the 
next  block  times  the  price  per  unit  for  the  second  block,  and  so  on 
until  the  sum  of  the  units  fa,llmg  within  the  different  blocks  equals 
the  number  of  units  to  be  charged  for. 

Instruments.  "Quantity"  is  generally  measured  by  watt-hour  meters. 
Demand  may  be  measured  by  maximum  demand  instruments,  graphic 
instruments,  or  it  may  be  estimated. 

Example. 

12  cents  per  kilowatt-hour  for  electricity  used  equivalent  to  or  less  than  the 
first  30  hours'  use  per  month  of  the  maximum  demand  in  the  month. 

6  cents  per  kilowatt-hour  for  all  electricity  used  per  month  in  excess  of  the 
equivalent  of  30  hours'  use  of  the  maximum  demand. 

In  addition  to  the  primary  and  secondary  rates  a  third  rate  may  be 
introduced  as  given  in  the  following  example  of  a  Wright  Demand 
Rate. 

10  cents  per  kilowatt-hour  for  electricity  used  equivalent  to  or  less  than  the 
first  30  hours'  use  per  month  of  the  maximum  demand  in  the  month. 

5  cents  per  kilowatt-hour  for  additional  electricity  used  equivalent  to  or  less 
than  the  next  30  hours'  use  per  month  of  the  maximum  demand. 

3  cents  per  kilowatt-hour  for  all  electricity  used  per  month  in  excess  of   the 
equivalent  of  60  hours'  use  of  the  maximum  demand. 

Fourth,  fifth,  etc.,  rates  may  be  introduced  in  a  Wright  Demand 
Rate. 

Hopkinson  Demand  Rate. 

Definition.  The  term  "Hopkinson  Demand  Rate"  is  applicable  to 
that  method  of  charge  for  electric  service  which  cons^ists  of  a  demand 
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charge,  a  sum  based  upon  the  actual  or  estimated  capacity  of  demand 
of  the  customer's  installation,  plus  energij  charge,  a  sum  based  upon 
the  quantity  of  energy  used. 

Calculation.  The  total  sum  to  be  charged  is  obtained  by  multiplying 
the  demand  in  kilowatts  by  a  fixed  price  per  kilowatt,  and  adding 
thereto  a  sum  obtained  by  multiplying  the  total  number  of  kilowatt- 
hours  used  by  the  price  per  kilowatt-hour. 

Instruments.  The  quantity  may  be  measured  by  an  integrating 
meter. 


Maximum  demand  may  be  measured  by  a  Wright  Demand  indicator 
or  by  other  demand  instruments,  or  assessed  as  a  percentage  of  the 
connected  load,  etc. 

Quantity  and  demand  may  both  be  measured  by  a  graphic  meter. 

Example. 

Demand  Charge. 

$48.00  per  year  per  kilowatt  of  maximum  demand. 

Energy  Charge. 

6  cents  per  kilowatt-hour. 

Block  Hopkinson  Demand  Rate. 

Definition.  The  term  "Block  Hopkinson  Demand  Rate"  is  appH- 
cable  to  any  method  of  charge  for  electric  service  in  which  the 
charge  made  to  the  customer  consists  of  a  demand  charge  and  a 
series  of  energy  charges  arranged  on  the  block  principle;  or  a  series 
of  demand  charges  and  energy  charges  both  of  which  are  arranged  on 
the  block  principle.  Where  either  a  series  of  demand  or  energy  charges 
enters  the  rate,  they  may  be  arranged  in  two  or  more  blocks. 

Calculation.  The  total  sum  to  be  charged  is  obtained  In'  multiply- 
ing the  number  of  kilowatt-hours  of  demand  in  the  first  block  by  the 
price  per  unit  of  that  block,  and  adding  thereto  the  number  of  kilo- 
watts of  demand,  and  in  the  second  block  times  the  price  per  unit  in 
that  block;  and  so  on  until  the  sum  of  the  kilowatts  falling  within  the 
different  blocks  equals  the  number  of  kilowatts  of  demand  to  be 
charged  for.  To  this  is  added  the  sum  obtained  by  multiplying  the 
number  of  units  of  energy  in  the  first  block  by  the  price  per  unit  for 
that  block,  and  adding  thereto  the  number  of  units  in  the  second 
block  times  the  price  per  unit  for  that  block;  and  so  on  until  the  sum 
of  the  units  falling  within  the  different  blocks  equals  the  number  of 
units  to  be  charged  for. 

Instruments.  The  instruments  used  are  the  same  as  used  in  the 
"Hopkinson  Demand  Rate."     (See  above.) 
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Example. 

Demand  Charge. 

$2.40  per  month  per  kilowatt  for  the  first  50  jkilowatts  of  the  maximum  demand 
in  the  month. 

$2.00  per  month  per  kilowatt  for  the  excess  of  the  maximum  demand  over  50 
kilowatts. 

Energy  Charge.     (Being  an  additional  charge  for  all  electricity  used.) 

5  cents  per  kilowatt-hour  for  [the  first  1,000  kilowatt-hours  of  consumption  in 
any  month. 

3  cents  per  kilowatt-hour  for  the  next  4,000  kilowatt-hours  of  consumption  in 
any  month. 

1  cent  per  kilowatt-hour  for  the  excess  consumption  in  the  month  over  5,000 
kilowatt-hours. 

Three  Charge  Demand  Rate. 

The  term  "Three  Charge  Demand  Rate"  is  appUcable  to  that  method 
of  charging  for  electric  service  which  consists  of  a  customer  charge, 
a  charge  per  customer  or  per  meter,  plus  a  demand  charge,  a  sum 
based  upon  the  actual  or  estimated  capacity  or  demand  of  the  cus- 
tomer's installation;  plus  energy  charge,  a  sum  based  upon  the  quan- 
tity of  energy  used. 

Calculation.  The  total  sum  to  be  charged  is  obtained  by  adding  a 
fixed  charge  per  customer  per  month  (or  per  year)  to  the  demand 
and  energy  charges,  which  are  calculated  in  the  method  described  in 
the  "Hopkinson  Demand  Rate." 

This  rate  may  be  in  the  block  form  as  the  "Block  Hopkinson  Demand 
Rate,"  but  in  practice  it  is  generally  in  the  simple  form. 

Demand  Rates.  The  demand  rates  may  thus  be  divided  into  five 
general  classes: 

1.  Flat  Demand  Rate. 

2.  Wright  Demand  Rate. 

3.  Hopkinson  Demand  Rate. 

4.  Block  Hopkinson  Demand  Rate. 

5.  Doherty  or  Three-Charge  Rate. 

The  writer  being  personally  an  advocate  of  demand  rates,  you  will 
not  be  surprised  to  learn  from  him  that  any  of  the  tj^es  of  demand 
rates  are  good  rates. 

Flat  Demand  Rate. 

A  year  or  so  ago,  I  would  certainly  have  said  that  the  flat  demand 
rate  was  antiquated  and  out  of  date  and  should  not  be  used,  but  in 
the  last  year  the  development  of  this  type  of  rate  for  small  residence 
customers,  especially  as  sliown  by  Mr.  S.  E.  Doane,  in  his  very  inter- 
cstmg  investigation  in  Europe,  have  brought  this  rate  again  to  the  front 
as  a  particularly  desirable  type  of  rate. 
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Last  year  in  a  conversation  with  Mr.  Arthur  Wright  of  England,  my 
attention  was  again  called  to  the  flat  rate,  and  Mr.  Wright  stated  that 
it  was  his  belief  that  the  small  customer's  demand,  and  demand  only, 
was  a  better  measure  of  the  small  customer's  use  of  electricity,  in  his 
opinion,  that  quantity,  and  that  he  further  believed  that  as  lamp 
efficiency  developed,  demand  only,  would  be  a  more  satisfactory  basis 
of  measurement  and  certamly  more  economical  than  both  demand 
and  quantity  as  originally  mtroduced  in  the  rate  which  bears  his  own 
name. 

The  Wright  Demand  Rate.  On  the  whole  for  small  users  the  Wright 
Demand  Rate  is  the  most  satisfactory  type  of  rate  which  we  have 
today.  There  is  of  course  considerable  controversy  over  whether 
demand  should  be  measured,  estimated  as  a  function  of  the  connected 
load,  based  directly  upon  the  sockets  connected,  or  appear  in  the  rate 
as  a  function  of  the  number  of  rooms  or  floor  area,  but  which  ever  side 
of  this  controversy  you  may  take,  there  remains  the  general  excellence 
of  this  type  of  rate  and  its  value  is  becoming  more  generally  recognized 
from  day  to  day. 

The  Hopkinson  Demand  Rate.  For  large  business,  the  rate  pro- 
posed by  Dr.  John  Hopkinson  as  early  as  1892  is  undoubtedly  the 
best  type  of  rate,  and  even  the  companies  which  refuse  to  introduce 
demand  into  the  rates  for  the  smaller  customers  are  forced  to  admit 
that  this  type  of  rate  is  more  satisfactory  than  any  other  with  their 
larger  customers. 

Doherty  or  Three  Charge  Rate.  This  rate  proposed  by  Mr.  H.  L. 
Doherty  in  1900,  and  while  it  is  theoretically  the  most  correct  of  all 
the  rates,  has  in  general  proven  too  complicated  for  its  general  adop- 
tion, and  many  companies  feel  that  its  intricacies  are  incomprehensible 
to  the  average  customer.  It  has  lost  favor  during  the  last  ten  years 
but  occasionally  we  see  an  energetic  company  surmounting  all  of  the 
obstacles  by  explaining  with  great  care  to  its  customers  its  reasonable- 
ness and  meeting  with  deserved  success  in  its  application. 

A  Plea  for  the  Simple  Form. 

In  the  nme  simple  rate  forms  outlined  above,  seven  are  distinctly 
good,  and  two,  one  the  step  meter  rate  and  the  other  the  customer's 
output  rate,  are  bad. 

Personally  I  feel  that  any  rate  schedule  should  be  based  absolutely 
upon  one  of  these  seven  good  types,  and  after  the  cost  curve  for  any 
particluar  class  of  business  has  been  properly  determmed,  the  com- 
pany has  its  option  of  choosing  one  of  the  seven  types. 

It  is  doubtful  if  the  companies  will  ever  have  uniform  rates,  as  rates 
are  entirely  a  function  of  cost  and  cost  must  vary  in  different  localities, 
but  it  ought  not  to  be  difficult  to  have  all  of  our  rates  established  on 
one  of  the  standard  forms,  and  when  so  established  better  results  are 
obtained  by  adhering  closely  to  the  standard  form  rather  than  by  at- 
tempting to  complicate  a  rate. 
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I  would  like  to  repeat  that  I  consider  it  advisable  in  all  cases  to  care- 
fully study  the  cost  curve,  and  afterwards  make  a  proper  selection  of 
one  of  the  seven  types  of  good  rates,  selecting  the  type  of  rate  which 
most  closely  approximates  the  cost  curve.  Absolutely  nothing  is 
gained  by  innovation  and  it  may  leave  your  rate  schedule  with  inequali- 
ties which  it  Avill  be  extremely  difficult  to  eradicate. 

Perhaps  one  of  the  best  tests  of  a  good  rate  schedule  is  to  find  out 
whether  it  can  be  changed,  and  when  I  say  changed  I  have  generally 
in  mind  reductions,  because  our  business  is  developing  so  rapidly  that 
reductions  are  very  often  possible,  and  if  such  reductions  can  be  intro- 
duced into  the  schedule  without  disturbing  it,  the  schedule  is  apt  to 
be  a  good  one. 

This  can  be  further  emphasized  in  another  way,  that  is,  in  making 
the  change  in  any  rate  schedule  it  should  be  made  with  a  clear  con- 
ception of,  not  only  the  immediate  change  but  what  the  following 
changes  may  be,  and  if  the  rates  are  on  one  of  the  simple  standard 
forms,  this  can  generally  be  accomplished  with  ease.  On  the  other 
hand,  if  the  rates  are  complicated  or  contain  steps  or  do  not  truly 
follow  the  cost  curve,  a  change  to  a  proper  rate  would  be  a  difficult 
and  serious  matter. 

In  closing  my  remarks,  I  wish  to  call  attention  to  the  "Form  and 
Construction  of  Electric  Rate  Schedules"  adopted  by  the  Rate  Re- 
search Committee  of  the  National  Electric  Light  Association  on  April 
2,  1914.  This  method  of  filing  rate  schedules  was  originally  proposed 
by  the  Empire  State  Gas  and  Electric  Association  in  1912,  and  endorsed 
bj^  the  Rate  Research  Committee  in  the  same  year.  It  is  not  unfamiliar 
to  Michigan,  as  your  own  Committee,  acting  in  co-operation  with  the 
Michigan  Railroad  Commission,  has  adopted  a  form  which  closely 
follows  the  form  of  1912. 

In  the  last  two  years,  however,  considerable  progress  has  been  made 
in  schedule  making,  and  the  form  recommended  by  the  Rate  Research 
Committee  embraces  the  experience  and  progress  during  this  time, 
and  I  heartily  recommend  the  revised  form  to  you  for  your  criticism 
and  co-operation  in  its  general  adoption  throughout  the  United  States. 


COMMISSION  DECISIONS 

CALIFORNIA 

300 — ^Investment  and  Return. 

Town  of  Antioch  v.  Pacific  Gas  and  Electric  Company,  Alleging 
that  the  Company's  Rates  for  Electric  Service  are  Unreasonal  le. 
Decision  of  the  California  Railroad  Commission,  Fixing  Rales. 
July  6,  1914. 

Before  taking  up  the  facts  in  this  case  the  Connnission  considered 
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certain  fundamental  prin('ii)les  under  the  following  heads:  Basis  of 
Return;  (Join^-  Concern  Vakie;  Depreciation  Reserve;  and  Rate  of 
Return. 

311.2— Reproduction  Cost  New. 

The  company  claimed  that  the  proper  basis  of  return  was  the  repro- 
duction new  value  of  its  property  plus  an  allowance  for  so-called  going 
concern  value.     The  Commission  says: 

That  cases  may  arise  in  which  it  would  be  fair  and  equitable  to  give 
to  a  utility  a  return  based  on  the  cost  of  reproducing  its  property  new 
is  undoubtedly  true.  It  may  well  be  urged  that  where  the  cost  of 
reproducing  the  property  new  is  approximately  the  same  as  the 
investment  and  the  utility  has  done  its  full  duty  in  keeping  its 
property  up  to  100  per  cent  efficiency,  and  has  established  a  proper 
depreciation  fund,  the  utility  may  justly  claim  a  return  on  an  estimate 
of  reproduction  new.  The  claim,  however,  that  rate  fixing  author- 
ities must  give  a  return  on  the  estimated  cost  of  reproduction  new, 
without  consideration  of  any  other  basis,  seems  to  me  to  be  without 
warrant  both  in  common  sense  and  on  authority. 

To  illustrate  the  unfairness  of  the  reproduction  new  value  as  a  basis  for 
rate  making,  the  decision  quotes  from  the  opinion  of  Judge  Van  Fleet . 
in  the  San  Diego  Water  Company  case  (118  Cal.  556),  as  follows: 

"The  construction  of  a  municipal  water  works  is  a  matter  of  growth, 
it  is  necessary  in  common  prudence,  on  the  one  hand  to  construct 
the  water  works  of  such  capacity  as  to  satisfy  the  needs  of  a  growing 
city,  not  only  at  the  moment,  but  within  the  near  future;  and,  on  the 
other  hand,  not  to  extend  them  so  much  as  to  cast  an  unnecessary 
burden  on  the  stockholders,  or  the  present  consumers.  As  such 
works  are  a  necessity  to  the  city,  they  must  keep  pace  with,  and  to 
some  extent  anticipate  its  growth.  When  constructed  they  stimulate 
to  that  extent  the  progress  of  the  city,  and  tend,  like  all  conveniences, 
to  lower  the  general  cost  of  production  of  all  things.  It  results  that 
at  least  the  first  water  system  in  any  city  occupies  the  position  of  a 
pioneer.  At  any  expense  the  works  must  be  constructed  and 
usually  no  reward  can  be  realized  by  the  constructors,  until  some  time 
has  elapsed.  It  would,  therefore,  be  highly  unjust  to  permit  the 
consumers  to  avail  themselves  of  the  plea  that  at  the  present  time 
similar  works  could  be  constructed  at  a  less  cost  as  a  pretext  for 
reducing  the  rates  to  be  paid  for  the  water.  The  reduced  expense, 
if  it  be  reduced,  is  due  in  part  at  least  to  the  very  fact  that  the  city 
has  been  provided  at  the  cost  of  the  water  company  with  increased 
facilities  for  doing  business.     .     .     ."     (Page  568.) 

"Nor  would  it,  on  the  other  hand,  be  just  to  the  consumers  to  require 
them  to  pay  an  enhanced  price  for  the  water,  on  the  ground  that  it 
would  now  cost  more  to  construct  similar  works.  Such  a  con- 
tingency may  well  happen ;  but  to  allow  an  increase  of  rates  for  such 
reason  would  be  to  allow  the  water  company  to  make  a  profit,  not  as  a 
reward  for  its  expenditures  and  service,  but  for  fortuitous  occurrence 
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of  a  rise  in  the  price  of  materials  or  labor.     The  law  does  not  intend 
that  this  business  shall  be  a  speculation  in  which  the  water  company 
or  the  consumers  shall  respectively  win  or  lose  upon  the  casting  of  a 
die,  and  upon  the  equally  unpredictable  fluctuations  of  the  markets." 
(Page  569.) 
The  decisions  of  other  Commissions  and  courts  are  cited  and  their 
bearing  on  the  question  of  basis  of  valuation  is  discussed.     In  con- 
clusion the  decision  says: 

It  would  seem  that  the  only  basis  to  which  the  Supreme  Court  has 
as  yet  committed  itself  is  the  value  which,  at  the  time  of  the  inquiry,, 
under  all  circumstances  disclosed,  is  a  "fair  value"  for  the  purposes 
of  the  case.  AVhat  Mr.  Justice  Harlen  said  in  Smythe  v.  Ames,  to 
the  effect  that  all  the  elements  which  enter  into  the  problem  must  be 
considered,  is  still  the  law. 

450— Value  of  Service  Theory. 

Defendant,  in  its  brief,  quotes  from  Cotting  v.  Kansas  City  Stock 
Yards  Company  183  U.  S.  79,  which  case,  in  turn,  quotes  from 
Canada  Southern  Railway  Company  v.  International  Bridge 
Company  8  App.  cas.  723,  a  House  of  Lords  case,  to  the  effect  that 
the  reasonableness  of  the  rate  depends  not  upon  what  profit  it  may  be 
reasonable  for  the  utility  to  make,  but  on  what  it  is  reasonable  to 
charge  to  the  person  who  is  charged.  In  its  last  analysis,  this  is 
simply  a  restatement  of  the  claim  formerly  made  that  a  utility  has  the 
right  to  charge  what  the  traffic  will  bear.  It  is  not  necessary  to  give 
further  consideration  to  this  theory,  for  the  reason  that  the  Supreme 
Court  of  the  United  States  in  all  its  decisions,  looks  simply  to  the 
profit  which  it  is  reasonable  for  the  utility  to  make  and  not  to  the 
so-called  value  of  the  service,  except  that  what  the  consumer  can 
reasonably  afford  to  pay  is  the  maximum  limit  of  a  fair  and  reasonable 
rate. 

Bll.l— Original  Cost. 

After  a  consideration  of  these  and  other  fine  spun  theories  the 
mind  of  a  practical  man  instinctively  turns  for  first  guidance  to 
the  simple  question  of  the  amount  of  money  which  has  been  honestly 
and  wisely  invested.  While  it  is,  of  course,  evident  that  there  may  be 
many  circumstances  under  which  the  application  of  this  basis  alone 
would  not  be  equitable,  and  that  qualifications  nmst  be  made  as  jus- 
tice and  equity  require.  It  would  seem  to  the  lay  mind  that  a  rate 
fixing  authority  will  not  go  far  wrong  if,  in  determining  the  basis 
for  rates,  it  first  ascertains  the  amount  of  money  which  the  utility 
has  invested  honestly  and  with  a  fair  degree  of  wisdom,  in  the 
business  which  it  is  conducting  for  and  on  the  behalf  of  the  public. 
As  Justice  Van  Fleet  says  in  the  San  Diego  Water  Company  case,  at 
page  569: 

"For  the  money  which  the  company  has  expended  for  the  public 
benefit  it  is  to  receive  a  reasonable,  and  no  more  than  a  reasonable 
reward.  It  is  to  be  paid  according  to  what  it  has  done,  and  not 
according  to  what  others  may  conceivably  do.     In  effect,  the  bar- 
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gain  between  the  company  and  the  public  was  made  when  the 
water  works  were  constructed;  and  this  matter  is  to  be  determined 
accordmg  to  the  state  of  things  at  that  time." 

Some  of  the  necessary  quahfications  to  this  test  are  stated  by  Justice 

Van  Fleet  at  Page  572,  as  follows : 

"It  should,  of  course,  be  said  that  it  does  not  follow  that  in  every 
case  the  company  will  be  entitled  to  credit  for  all  of  its  current 
expenditures,  or  to  receive  a  compensation  leased  on  the  entire 
costs  of  its  works.     Reckless  and  unnecessary  expenditures,  not 
legitimately  incurred  in  the  actual  collection  and  distribution  of 
the  water  furnished,  or  in  the  acquisition,  construction  or  pres- 
ervation of  so  nmch  of  the  plant  as  is  necessary  for  that  purpose, 
cannot  be  allowed.     *     *     *       It  is  the  money  reasonably  and 
properly  expended  in  the  acquisition  and  construction  of  the 
works  actually  and  properly  in  use  for  that  purpose  which  con- 
stitutes the   investment  on   which  the   compensation   is  to  be 
computed." 
The  same  views  were  expressed  by  Franklin  K.  Lane,  at  that  time  a 
member  of  the  Interstate  Commerce   Commission,  in   the    Western 
Advance  Rate  case,  20  Interstate   Commerce   Commission    Reports 
307.     Referring  to  the  claim  of  the  Burlington  Railroad  that  it  was 
entitled  to  a  return  on  the  entire  present  value  of  its  property,  in- 
cluding an  item  of  one  hundred  ancl  fifty  million  dollars  of  unearned 
increment  of  land,  Mr.  Lane,  at  page  339,  says: 

"In  the  face  of  such  an  economic  philosophy  if  stable  and  equitable 
rates  are  to  be  maintained,  the  suggestion  has  been  made  that  it 
would  be  wise  for  the  government  to  protect  its  people  by  taking 
to  itself  these  properties  at  present  value  rather  than  await  the 
day,  perhaps  thirty  or  fifty  years  hence,  when  they  will  have 
multiplied  in  value  ten  or  twenty  fold." 
Mr.  Lane  then  reaches  the  following  conclusion  as  the  proper  basis 
of  fixing  rates: 

"The  trend  of  the  highest  judicial  opinion  would  indicate  that 
we  should  accept  neither  the  cost  of  reproduction,  upon  which  the 
Burlington's  estimate  of  value  is  made,  nor  the  capitalization 
which  the  Santa  Fe  accepts  as  approximate  value,  nor  the  prices 
of  stocks  and  l^onds  in  the  market,  nor  yet  the  original  invest- 
ment alone,  as  the  test  of  present  value  for  the  purposes  of  rate 
regulation.  Perhaps  the  nearest  approximation  to  the  fair  stand- 
ard is  that  of  bona-fide  investment— the  sacrifice  made  by  the 
owners  of  the  property — considering  as  a  part  of  the  investment 
any  shortage  of  return  that  there  may  be  in  the  early  years  of  the 
enterprise.  Upon  this,  taking  the  life  history  of  the  road  through 
a  number  of  years,  its  promoters  are  entitled  to  a  reasonable 
return.  This,  however,  manifestly  is  limited;  for  a  return  should 
not  be  given  upon  wastefulness,  mismanagement  or  poor  judgment, 
and  always  there  is  present  the  restriction  that  no  more  than  a 
reasonable  rate  shall  be  charged." 
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With  this  conclusion  as  establishing  what  will  generally  be  the 
most  important  circumstances  to  be  considered  in  ascertaining  the 
fair  value  of  public  utility  property  for  rate  fixing  purposes  I  heartily 
concur.  I  do  so,  however,  with  the  undertsanding  that  there 
must  be  a  reasonable  limit  to  the  period  during  which  a  shortage  of 
return  may  be  capitaUzed.  Otherwise,  the  rate  fixing  authority  will 
be  in  the  ridiculous  position  of  holding  that  the  greater  the  early 
losses,  the  greater  the  value  of  the  property  for  rate  making  purposes. 
In  concurring  I  also  have  in  mind  that  these  different  tests  are  but 
aids  in  determining  the  ultimate  fact,  which  will  always  be  to  deter- 
mine on  the  facts  of  the  case,  what  is  fair  and  just  as  between  the 
utility  and  its  customers. 

315.1— Going  Value. 

The  Commission's  holding  in  regard  to  allowance  for  "going  concern 
value"  may  be  shown  by  the  following  extracts  from  the  decision: 

It  will  be  noted  that  in  each  of  the  foregoing  quotations  (Citations 
from  City  of  Palo  Alto  vs.  Palo  Alto  Gas  Co.,  California  Railroad 
Commission  Report  Vol.  2,  p.  310;  Thomas  Monahan,  Mayor  of 
San  Jose  vs.  San  Jose  Water  Company,  California  Railroad  Com- 
mission, Case  No.  476;  City  of  Milwaukee  vs.  Milwaukee  Electric 
Railway  &  Light  Co.,  10  W.  R.  C.  R.,  p.  1;  People  vs.  Wilcox,  141 
N.  Y.  S.  677),  the  basis  used  is  that  of  actual  expenditures,  thus 
following  the  investment  theory.  If  the  reproduction  value  theory 
is  followed,  experts  at  times  estimate  the  expenditures  which  would 
probably  be  made  before  the  hypothetical  or  comparati^"e  plan  to 
which  they  refer  should  have  been  placed  upon  an  earning  basis 
identical  with  the  existing  property.  These  estimates  are  largely 
guesswork  and  are  most  unreliable,  and  will  be  given  very  little 
weight  by  this  Commission,  particularly  if  evidence  of  the  actual 
facts  can  be  secured.  The  best  evidence  of  what  should  be  allowed 
for  developing  the  business  is  the  money  which  has  actually  been 
expended  for  that  purpose. 

While  the  general  rule  is  as  thus  stated,  certain  qualifications  must 
be  made.  The  effort  to  include  as  "going  concern  value"  the  valu- 
ation for  "good  will"  in  cases  of  utilities  which  have,  in  fact,  a 
monopoly  of  the  business,  has  been  definitely  repudiated  by  the 
Supreme  Court  of  the  United  States  in  Willcox  vs.  Consolidated 
Gas  Company,  212  U.  S.  19,  52,  and  Cedar  Rapids  Gas  Light 
Company  vs.  Cedar  Rapids,  223  U.  S.  655,  669.  It  nmst  also  be 
remembered  that  if  the  investment  has  been  unwisely  made,  or  if 
the  plant  has  been  made  larger  or  mor(^  (^xpcnisive  than  necessary, 
deficits  resulting  from  these  causes  should  receive  \ery  little  con- 
sideration. The  effects  of  abnormal  conditions,  bad  management, 
poor  judgment,  and  lack  of  ordinary  care  and  forcsiglit  nuist  be 
borne  by  the  utility  and  not  by  the  public. 

In  considering  this  element,   consideration  nnist  also  be  given   to 
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profits  which  tho  utihty  has  made  in  the  past.  It  is  just  as  unfair 
to  ask  the  rate  fixinj2;  authority  to  consider  deficits  alone  and  not 
profits,  as  it  is  to  ask  that  in  estabHshinji'  vahie,  appreciation  be 
considered,  but  never  depreciation.  If  the  returns  in  the  past  are 
to  be  considered,  the  whole  story  should  be  considered  and  not 
merely  a  frajiment  thereof. 

360 — Depreciation. 

That  a  utility  has  the  right  to  look  to  its  consumers  for  the  establish- 
ment and  maintenance  of  such  fund  has  been  directly  established  by 
the  Supreme  Court  of  the  United  States  in  Knoxville  vs.  Knox- 
ville  Water  Company,  212  U.  S.  1.  In  this  case,  Mr.  Justice 
Moody,  at  page  13,  says: 

"Before  coming  to  the  (juestion  of  profit  at  all,  the  company  is 
entitled  to  earn  a  sufficient  sum  annually  to  provide  not  only  for 
current  repairs,  but  for  making  good  the  depreciation  and  re- 
placing the  parts  of  the  property  when  they  come  to  the  end  of 
their  life.  The  company  is  not  bound  to  see  its  property  gradually 
waste,  without  making  provision  out  of  earnings  for  its  replace- 
ment. It  is  entitled  to  see  that  from  earnings  the  value  of  the 
property  invested  is  kept  unimpaired,  so  that,  at  the  end  of  any 
given  term  of  years,  the  original  investment  remains  as  it  was  at 
the  beginning.  It  is  not  only  the  right  of  a  company  to  make  such 
a  provision,  ))ut  it  is  its  duty  to  its  bond  and  stockholders,  and, 
in  the  case  of  a  public  service  corporation,  at  least,  its  plain  duty  to 
the  public."     .     .     . 

365.2— Sinking  Fund  Method. 

This  fund,  together  with  the  interest  on  all  moneys  invested  therein, 
is  a  trust  fund  set  aside  for  the  specific  purpose  of  taking  care  of 
replacements,  whether  of  worn  out  material  or  of  material  which  has 
become  obsolescent  or  inadef}uate,  in  accordance  with  such  rules, 
regulations  and  forms  of  account  as  this  Commission  may  prescribe. 
As  the  interest  is  to  remain  a  portion  of  the  fund,  it  would  seem  that 
ordinarily  in  this  State  the  sinking  fund  basis  should  be  used  in 
determining  the  amount  to  be  set  aside  annually-  in  this  fund. 

The  Conmiission  admits  that  it   is  difficult  to  determine  the  proper 
method  of  providing  for  this  funil. 

However,  if  the  allowance  made  for  these  items  proves  inaccurate, 
the  necessary  changes  may  be  made  by  the  rate  fixing  authority 
from  time  to  time. 

340 — Rate  of  Return. 

It  would  seem  that  in  general  the  rate  of  return  should  be  such  rate 
as  is  high  enough  to  secure  the  funds  for  the  development  of  the 
business,  and  that  in  reaching  its  conclusion  on  this  point,  the 
Commission  should  be  liberal  in  its  attitude. 

The  Commission  finds  that  8%  of  the  fair  \alue  of  the  company's 
property  is  reasonable  in  this  case. 
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410 — Cost  of  Service. 

In  order  to  determine  a  fair  and  reasonable  rate  in  this  case,  the  Com- 
mission proceeded  to  determine  the  cost  of  tlie  service  imder  two  main 
heads:  "The  Cost  of  Production  and  Transmission"  and  "The  Cost 
of  Distribution." 

The  electric  energy  which  is  distributed  in  the  town  of  Antioch  is 
derived  from  three  sources — the  hydro-electric  properties  of  Pacific 
Gas  and  Electric  Company,  the  steam  plants  of  that  company  and 
hydro-electric  energy  purchased  from  various  other  companies.  The 
Pacific  Gas  and  Electric  Company's  transmission  system  is  a  unit,  so 
that  electric  energy  from  any  of  these  three  sources  may  at  any  time 
when  necessary  be  transmitted  to  Antioch. 

In  order  to  determine  the  production  and  transmission  cost  for  the 
service  at  Antioch,  the  Commission  considered  the  cost  of  production 
at  its  hydro-electric  and  steam  properties  together  with  the  price  under 
existing  contracts  of  energy  purchased  from  other  companies.  In  this 
manner  is  derived  a  cost  estimate  applying  uniformly  to  the  various 
substations  of  the  company.     The  decision  says : 

It  will  be  noted  that  the  average  cost  of  energy  deliverable  to  sub- 
stations is  $.007312  per  K.  W.  H.,  and  that,  expressed  as  a  "two  part 
rate,"  the  cost  of  energy  deliverable  at  substations  is  as  follows, 
based  on  the  maximum  simultaneous  demand  of  all  substations: 

Demand  Cost,  $20.13  per  K.  W. 
Energy  Cost,  $.003314  per  K.  W.  H. 

To  this  cost  is  added  the  cost  of  distribution  as  estimated  for  Antioch. 

720— Rate  Schedules. 

The  following  rates  were  established  for  Antioch. 


GENERAL  LIGHTING. 

Applicable  to  all  lighting  installations  served  from  the  local  secondary  distribution 
lines. 

Iv3ite : 

7  cents  per  kilowatt-hour  for  the  first  20  kilowatt  hours  used  per  month. 
4  cents  per  kilowatt-hour  for  the  next  980  kilowatt  hours  used  per  month. 
3  cents  per  kilowatt-hour  for  all  excess  use  per  montli. 

Minimum  Charge. 

$1.00  per  month  per  meter. 
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COMMERCIAL  AND  INDUSTRIAL  POWER. 

Applicable  to  all  i)u\ver  installations  served  from  the  local  secondarj'  distribution 
lines. 

RSi'tS  I 

For  the  first  50  kilowatt-hours  per  horse  power  per  nioutli: 

7  cents  per  kilowatt-hour  for  less  than  1  horse  power. 
.5  cents  per  kilowatt-hour  for  1  to  .3  horse  power. 
4  cents  per  kilowatt-hour  for  3  to  9  horse  power. 
3  cents  per  kilowatt-hour  for  9  to  27  horse  power. 
2k  cents  per  kilowatt-hour  for  27  to  81  horse  power. 
2  cents  per  kilowatt-hour  for  81  horse  power  and  over. 

For  the  next  50  kilowatt-hours  per  horse  power  per  month: 
I5  cents  per  kilowatt-hour. 

For  over  1,000  kilowatt  hours  per  horse  power  per  month: 
1  cent  per  kilowatt-hour. 

Minimum  Charge. 

$1.00  per  horse  power  per  month  for  the  first  10  horse  power. 
75  cents  per  horse  power  per  month  for  all  over  10  horse  power. 

MUNICIPAL  STREET  LIGHTING. 

Applicable  to  all  street  and  other  outdoor  lighting. 
Rate: 

3f  cents  per  kilowatt-hour  deliverable  into  street  lighting  circuits. 


REFERENCES 
RATES 

616.1— street  Lighting 

Studying  Street-Lighting  Costs.  Editorial,  Electrical  Review,  July 
18,  1914,  p.  105. 

It  is  a  question  if  any  subject  in  the  field  of  public-utility  relations  so  easily  falls 
a  prey  to  political  speculation  as  does  street  lighting.  The  price  of  this  service 
is  an  early  target  whenever  a  typical  municipal  campaign  in  the  supposed  interests 
of  the  proletariat  gets  under  way,  and  probably  as  much  misinformation  is  spread 
about  on  this  subject  as  on  any  other  which  is  of  electrical  interest  from  the 
standpoint  of  public  affairs.  The  best  opinion  to-day  seems  to  be  that  central 
stations  should  be  allowed  to  make  prices  .sufficient  to  cover  the  so-called  fi.xed 
costs  of  the  service,  including  a  fair  return  upon  the  street-lighting  investment, 
and  also  to  meet  the  operating  expenses  and  repairs  of  this  portion  of  the  system. 
The  rate  per  kilowatt-hour  should  preferabh^  not  exceed  the  maximum  net  price 
charged  private  customers.  In  other  words,  where  differential  prices  to  private 
customers  are  freely  made  for  different  uses  because  of  corresponding  differences 
in  load-factor,  the  city  with  respect  to  its  street  lighting  seems  entitled  to  like 
consideration.  The  length  of  contract  obviously  enters  into  this  determination 
and  nothing  could  be  more  unfair  than  to  require  a  company  to  quote  practice-  lly 
the  same  prices  for  a  short-time  as  for  a  long-time  agreement  in  this  field,  wliere 
so  much  of  the  ecjuipment  is  absolutely  worthless  foi-  any  other  service.  The 
final  price  as  fairlj'  regarded  from  the  engineering  standpoint  may  be  determmed 
by  balancing  the  advantages  of  a  good  load-factor  against  the  investment  and 
maintenance  costs  peculiar  to  the  service. 
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400— Rate  Theory. 

British  Utility  Management.     Engineering  News,   1  page,  July  16, 

1914,  p.  167. 

Mr.  A.  Hugh  Seabrook's  i-ecent  book,  "The  Management  of  Public  Electric  Sup- 
ply Undertakings"  is  reviewed.  The  last  forty  pages  are  devoted  to  rates  (or 
"tariffs").  It  is  said  that  no  one  will  dispute  the  author's  proposition  that  the  ob- 
ject of  a  tariff  system  is:  (1)  to  secure  an  income  to  cover  operating  and  fixed 
charges  and  profit;  (2)  to  encourage  increased  use  of  electricity  for  all  purposes 
and  by  all  persons;  (3)  to  avoid  discrimination.  There  is  one  stated  prime  object, 
however,  which  may  or  may  not  be  accepted,  depending  on  its  interpretation — 
this  is  the  securing  of  a  "j^roportional  amount  of  profit  from  each  class  of  con- 
sumer" (though  not  from  each  ultimate  customer).  The  author's  basis  for  his 
tariffs  is  not  cost  plus  reasonable  profit  or  fair  return  on  fair  value  but  is  instead 
"the  value  of  the  service  to  the  consumer  which  is  settled  by  the  price  of  com- 
petitors" (meaning  gas  or  oil,  etc.).  It  is  stated:  (1)  "in  calculating  charges  for 
a  class  of  new  business  it  is  permissible  to  ignore  much  of  the  existing  expenditure" 
with  benefit  to  the  original  customers  due  to  general  decrease  in  cost  of  production 
with  the  great  volume  of  new  business  and  use  of  more  modern  machinery;  (2) 
"it  is  not  necessary  that  each  section  of  the  business  should  contribute  the  whole 
of  its  share  of  fixed  charges."  The  author  has  a  high  opinion  of  the  two-part 
scheme  of  charging  (a — a  service  charge  per  kilowatt  of  maximum  demand;  b — 
an  energy  charge  per  kilowatt-hour  used)  and  he  has  an  unicjue  contempt  for  a  single 
part  scheme. 

MUNICIPALITIES 

830— Public  Ownership. 

Government  Ownership  of  Public  Utilities,  by  Col.  George  W. 
Foster,     The  Dallas  Daily  Times-Herald,  June  28,  1914,  p.  7. 

The  arguments  advanced  by  Walter  Roscoe  Stubbs,  ex-Governor  of  Kansas,  in 
a  recent  i.ssue  of  The  Saturday  Evening  Post,  are  criticized  as  being  incompetent 
as  arguments,  but  exceedingly  entertaining  as  historj',  and  strongly  persuasive 
of  the  vital  necessity  of  reforming  the  government  before  any  more  burdens  of 
utilities  control  are  imloaded  upon  it.  In  discussing  lobbying,  it  is  said  that  it 
is  difficult  to  imderstand  how  a  few  lobbyists  can  dominate  a  whole  legislature, 
if  the  lawmakers  are  honest — and.  if  they  are  not  honest,  matters  are  not  going 
to  be  helped  by  placing  in  their  hands  the  control  of  railroads.  As  an  earnest  of 
good  intentions,  suppose  ownership  advocates  begin  by  taking  the  postoffice 
department  entirely  out  of  politics  and  have  it  managed  as  efficiently  and  econ- 
omically as  are  the  railroads  of  this  country.  Let  the  employes  of  tlie  postoffices 
become  available  and  in  line  for  promotion  to  th(>  position  of  postmaster  and 
higher  places  in  the  service.  Provide  such  employes  with  reasonably  comfoi-tabic 
cjuarters  and  require  that  their  working  conilitions  shall  not  be  less  [)leasant  tiian 
those  rec]uired  for  employes  of  privately-owned  utilities.  As  now  organized  and 
managed,  the  postoffice  dejiartment  stands  as  a  complete  refutation  of  the  truth 
of  this  contention  that  the  government  will  successfully  manage  a  great  public 
utility.  That  it  will  not  do  so  is  not  the  fault  of  any  i)articular  administration, 
.but  of  a  system  of  government  which  has  been  allowed  to  vegetate  unchanged 
through  all  administrations.  The  postoffice  department  offers  the  best  chance 
for  reform  to-day  of  any  function  of  goveriunent.  Seth  Low  is  quoted  as  follows: 
"The  annual  bill  for  the  construction  of  public  buildings  for  the  Federal  govern- 
ment has  accjuired  the  jXJjHilar  name  of  '))()rk  banel'  because  it  is  so  universally 
recognized  that  ajjijrojjriations  for  this  piu'])ose  are  made  to  gratify  local  sentiment 
and  to  j)rom()te  the  interests  of  individual  congressmen  more  than  on  the  merits 
of  the  matter,  as  determined  by  careful  inquiry.  What  possibility  is  there  that 
a  system  of  national  railroads  would  be  or  could  be  carried  on  under  our  democratic 
government  in  any  other  spirit?" 
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RATES 

720— Rate  Schedules. 

Rate  Schedules  of  the  Centralia  (Illinois)  Gas  &  Electric  Com- 
pany. 

LIGHTING  RATES. 
Rate. 

10  cents  per  kilowatt-hour  for  current  consumed. 

Discount. 

Bills  which  are  paid  on  or  before  the  6th  day  of  the  month  succeeding  the  month 
in  which  the  current  was  used,  shall  be  discoimted  as  follows: 

10  per  cent  on  all  bills  of  .S24.00  to  $35.00  per  month. 
15  per  cent  on  all  bills  of  .35.00  to  50.00  per  month. 
20  per  cent  on  all  bills  of  .50.00  to  75.00  per  month. 
35  per  cent  on  all  bills 'of  75.00  to  95.00  per  month. 
40  per  cent  on  all  bills  of    95.00  and  over  per  month. 


POWER  RATES. 

Rate. 

10     cents  per  kilowatt-hour  for  from  0-100  kilowatt-hours'  use  per  month. 

8  cents  per  kilowatt-hour  for  from  101-.300  kilowatt-hours'  use  per  month. 
6  cents  per  kilowatt-hour  for  from  301-.500  kilowatt-hours'  use  per  month. 
5  cents  per  kilowatt-hour  for  from  501-750  kilowatt-hours'  use  per  month. 
4     cents  per  kilowatt-hour  for  from    751-1250  kilowatt-hours'  use  per  month. 

3.5  cents  per  kilowatt-hour  for  from  1251-2000  kilowatt-hours'  use  per  month. 
3  cents  per  kilowatt-hour  for  from  2O31-.300O  kilowatt-hours'  use  per  month. 
2.8  cents  per  kilowatt-hour  for  from  3001-4000  kilowatt-hours'  use  per  month. 

2.6  cents  per  kilowatt-hour  for  from  4001-5000  kilowatt-hours'  use  per  month. 
2.5  cents  per  kilowatt-hour  for  from  5O31-6O30  kilowatt-hours'  use  per  month. 

Discount. 

A  discount  of  5  per  cent  will  be  allowed  on  bills  paid  on  or  before  the  6th  day  of 
the  month  following  that  in  which  the  current  was  used. 

Minimum  Charge. 

50  cents  per  month  per  horsepower  installed. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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COMMISSION  DECISIONS 

MASSACHUSETTS 

400— Rate  Theory. 

Complaint  v.  Northampton  Electric  Lighting  Company,  Alleging 
Unreasonable  Rates  for  Light,  Power  and  Street  Lighting  Service. 
Decision  of  the  Massachusetts  Board  of  Gas  and  Electric  Light 
Commissioners,  Fixing  the  Maximum  Rates.     June  26,  1914. 

450 — Value  of  Service  Theory. 

Something  was  said  at  the  hearings  with  respect  to  the  power  prices 
and  the  minimum  charges  of  the  company,  especially  for  power. 
Since  the  hearings  it  has  adopted  a  somewhat  simpler  power  schedule 
with  a  lower  base  price.  The  Board  beheves  that  the  lower  base 
price  and  new  schedule  not  only  will  involve  no  permanent  loss  of 
revenue,  but  may  be  fairly  expected  to  result  ad.vantageously  both  to 
customers  and  to  the  company.  But  for  reasons  which  have  been 
repeatedly  discussed  by  the  Board,  and  therefore  need  not  be  re- 
peated here,  it  has  seemed  undesirable  upon  a  petition  of  this  kind  to 
deal  specifically  with  any  prices  other  than  those  for  street  lighting 
and  the  maximum  net  price  to  commercial  customers.  Other  prices 
both  for  power  and  light  are  made  chiefly  from  motives  of  com- 
mercial expediency  to  obtain  business  which  cannot  otherwise  be 
secured.  To  the  extent  to  which  such  lousiness  is  strictly  com- 
petitive it  is  able  to  take  care  of  itself  and  needs  no  help  from  this 
Board.  Substantially  all  who  pay  the  maximum  price,  and  the  city 
with  respect  to  its  street  lights,  must  buy  of  the  company  or  go 
without  electricity,  and  they  are  entitled  to  invoke  and  to  receive 
the  utmost  consideration  of  the  Board. 

612— Power. 

While  the  minimum  charges  for  power  in  force  may  in  some  instances 
work  some  hardship,  and  might  perhaps  be  rearranged  to  advantage, 
and,  while  they  have  little  value  to  the  company  as  producers  of 
actual  revenue,  they  tend  to  make  a  fairer  adjustment  of  the  re- 
sponsibility for  station  loads  as  between  customers,  and  should  lead 
to  decreasing  average  costs  and  so  to  lower  prices.  For  these 
reasons  the  Board  has  not  deemed  it  necessary  to  make  any  specific 
recommendations  with  regard  to  such  minimum  charges.  *  *  * 
Without  attempting  to  determine  the  reasonableness  of  these  rates, 
it  is  clear  that  those  which  may  be  offered  to  any  one  customer 
should  be  open  to  all  who  desire  to  avail  liienisch-es  of  their  terms 
and  who  seek  the  company's  service  under  like  conditions,  so  that  none 
shall  enjoy  any  advantage,  direct  or  indirect,  not  offered  to  all.  The 
Board,  th(^refore,  recommends  that  the  exclusive  character  of  all  such^ 
rates  be  discontinued. 
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729— Maximum  Rate. 

In  view  of  the  foregoing  facts  and  considerations  the  Board  recom- 
mends that  on  and  after  July  1,  1914,  the  maximum  net  price  for 
electricity  supplied  by  the  Northampton  Electric  Lighting  Company 
for  any  use  shall  not  exceed  9  cents  a  kilowatt  hour;  and  that  the 
price  of  the  alternating  current  6.6  ampere  enclosed  arc  street  lamps 
supplied  be  not  more  than  $82  a  year  for  those  burning  all  night  and 
every  night,  and  $68  a  year  for  those  burning  every  night  until  mid- 
night and  from  5  o'clock  in  the  morning  to  daylight  from  November 
15  to  March  1;  and  that  the  price  for  50-watt  tungsten  incandescent 
street  lamps  supplied  by  said  company  shall  be  not  more  than  $17 
a  year  for  those  burning  all  night  and  every  night,  and  $13.50  a  year 
for  those  burning  on  the  same  midnight-daylight  schedule  as  above 
described  for  arc  lamps,  so  long  as  not  less  than  approximately  the 
number  of  lamps  now  in  use  are  supplied. 


MARYLAND 

129.1 — Discrimination. 

Farmers'  Association  of  Frederick  County  v.  The  Chesapeake  and 
Potomac  Telephone  Company  of  Baltimore  City,  Alleging  that 
Certain  Rates  are  Discriminatory.  Decision  of  the  Maryland  Public 
Service  Commission,  Eliminating  Discriminations  Found  to  be 
Unjust.     April  23,  1914. 

The  petition  asks  that  the  Commission's  former  order  in  the  case, 
issued  March  2,  1914,  be  modified  in  certain  particulars  to  eliminate 
alleged  discriminations.  The  Commission  discusses  the  matter  of 
eliminating  discriminations  in  telephone  rates  and  finds  that  certain 
discriminations  complained  of  in  the  case  are  unavoidable  and  not 
unjust.  While  the  discussion  applies  largely  to  telephone  service  the 
following  may  be  cited  as  of  general  interest. 

These  contentions  raise  for  consideration  the  ever  interesting  question 
of  discrimination  in  matter  of  public  service. 

We  have  heretofore  had  occasion  a  number  of  times  to  discuss  and 
uphold  the  general  principle  of  zone  charges  for  public  service  of 
various  kinds  as  a  justification  for  discrimination  in  specific  cases, 
and  nothing  we  are  about  to  say  should  be  understood  as  any  attempt 
on  our  part  to  recede  from  the  views  expressed  in  any  of  such  opinions. 

The  term  "discrimination"  as  used  in  the  Public  Service  Conmiission 
Law  is  a  term  of  broad  meaning,  and  must  be  interpreted  in  each  case 
reasonably  and  with  a  view  to  correct  the  evil  which  the  legislature 
intended  to  correct  when  it  enacted  its  prohibition  against  dis- 
crimination in  telephone  rates  and  service.  That  it  intended  that 
the  prohibition  against  discrimination  should  be  state-wide  in  effect 
is  unquestionable,  but  it  is  by  no  means  certain,  and  in  fact  could 
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hardly  be  conceived,  that  the  legislature  intended  that  the  final  test 
as  to  discrimination  in  the  case  of  telephone  service  should  depend 
upon  the  length  of  line  used  in  each  given  case.  It  is  true  that  the 
statutes  formerly  in  existence  would  seem  to  have  required  uniformity 
of  charges  throughout  the  State  based  upon  the  approximate 
length  of  line  alone.  But  when  the  Pubhc  Service  Commission  was 
formed  the  act  creating  that  body  superseded  the  former  law  on  the 
subject  and  was  in  effect  an  acknowledgment  by  the  legislature  that 
this,  as  well  as  many  other  matters  which  had  formerly  been  con- 
trolled by  specific  legislative  enactments  which  were  necessarily 
along  broad  and  general  lines,  could  best  and  most  satisfactorily  be 
controlled  by  a  commission  authorized  and  empowered  to  investigate 
and  pass  upon  specific  questions  under  the  facts  and  circumstances  of 
each  particular  case  as  it  might  arise.  The  legislature  was  not  in  a 
position  to  examine  and  pass  upon  instances  of  discrimination 
in  every  particular  locality  throughout  the  State.  The  Public 
Service  Commission  is.  Therefore  we  feel  not  only  that  we  are 
justified,  but  further,  we  feel  it  to  be  our  duty,  in  passing  upon 
questions  of  discrimination  in  public  service  as  they  arise  before  us,  to 
consider  all  the  facts  and  circumstances  of  each  particular  case.  At 
the  threshold  of  every  such  case  we  are  met  by  the  obvious  desirability 
of  accepting,  in  the  case  of  telephone  service,  the  length  of  line  in  use 
as  an  important  factor  in  determining  the  relative  charge  to  be  made 
for  its  specific  service.  Distance  between  two  points  is  a  thing  which 
always  exists  and  is  a  scale  of  easy  application  to  all  cases.  But  it  is 
by  no  means  the  only  factor  to  be  considered  in  determining  the 
fairness  of  a  charge  for  service,  or  whether  discrimination  does  or 
does  not  exist  in  certain  given  cases. 

The  fundamental  principle  at  the  bottom  of  every  prohibition 
against  discrimination  in  matters  of  public  service  is  that  such 
discrimination  gives  one  individual  or  community  a  l)usiness  or 
pecuniary  advantage  o\'er  another — that  the  gain  of  the  one  is  at  the 
expense  of  the  other.  Hence  it  is  that  discrimination  is  most 
obnoxious  and  oljjectionable  when  it  exists  between  indi^•iduals  or 
localities  who  or  which  are  in  direct  business  competition  one  with 
the  other.  In  such  cases  the  gain  to  the  one  by  such  a  {)reference  or 
discrimination  is  at  the  business  or  pecuniary  disadvantage  of  the 
other.  And  discrimination  is  least  obnoxious  and  objectionable 
when  it  exists  between  individuals  or  localities  which  are  not  in  dinn't 
business  competition.  For  in  such  cases  the  gain  to  the  one  by  such  a 
preference  or  discrimination  is  only  remotely  and  indirectly  at  the 
expense  of  the  other. 

MASSACHUSETTS 

221.1 — Issues  of  Stocks  and  Bonds. 

Petition  of  the  Haverhill  Gas  Light  Company,  For  Apj)ro\al  of  an 
Issue  of  Additional  (capital  Stock.     Decision  of  the  Massachusetts 
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Board   of  Gas  and  Electric  Light  Commissioners,  Approving  the 
Issue  in  Part.     June  8,  1914. 

The  directors  of  the  company  have  fixed  the  price  at  which  the  new 
shares  shall  be  offered  to  the  stockholders  at  par.  The  law  re'juires 
that  the  vote  of  the  Board  as  to  the  amount  of  stock  reasonably 
necessary  shall  be  based  on  the  price  fixed  by  the  directors,  "unless 
the  Board  is  of  opinion  that  such  price  is  so  low  as  to  be  inconsistent 
with  the  public  interest,  in  which  case  it  may  determine  the  price 
at  which  such  shares  may  be  issued." 

318— Working  Capital. 

Included  in  the  application  was  a  substantial  amount  for  the  cost  of 
additions  to  quick  assets  or  workino;  capital.  Hitherto  the  company 
has  never  found  it  necessary  to  issue  stock  for  this  purpose.  Its 
working  capital  has  always  been  small,  and  it  may  be  conceded  that 
it  may  wisely  be  now  increased.  It  is  extremely  difRcult  to  make  a 
rule  applical)le  to  companies  generally  as  to  the  necessary  amount  of 
working  capital.  It  will  doubtless  vary  largely  in  different  companies, 
and  from  time  to  time  in  the  same  company,  dependent  upon  its 
immediate  policy  and  purpose;  that  is  to  say,  according  to  the 
particular  work  w^iich  it  ought  to  do  or  may  have  in  hand.  This 
very  liability  to  Aariation  of  working  capital  impels  to  conservation 
in  the  issuance  of  stock  for  account  of  it.  If  reasonable  provision 
for  it  can  be  made  without  the  creation  of  a  permanent  lialjility  such 
as  inheres  in  capital  stock,  so  that,  as  working  capital  is  reduced, 
the  liability  therefor  may  disappear  to  the  same  extent,  every  per- 
manent interest  involved  will  be  conserved.  In  established  and 
prosperous  companies  with  an  unquestioned  surplus  the  Board  has 
been  of  the  opinion  that  working  capital  should  be  provided  out  of 
surplus  or  temporary  debt  rather  than  by  the  issue  of  new  stock, 
because  under  such  conditions  the  necessity  for  such  issue  is  not 
apparent.  For  these  reasons  no  provision  for  this  item  is  made  in 
this  decision;  but,  if  experience  shall  later  prove  that  such  reasonable 
necessity  exists,  the  request  for  the  same  can  then  be  renewed. 


CALIFORNIA 

140 — Relations  of  Corporations  with  Each  Other. 

City  of  San  Jose  v.  The  Pacific  Telephone  ajto  Telegraph  Com- 
pany. Petition  of  Respondent  for  Rehearing  of  that  Portion  of  Former 
Order  Reducing  Allowance  Paid  Under  Its  Contract  with  the  Holding 
Company.  Decision  of  the  California  Railroad  Commission,  Denying 
Application  for  Rehearing,  February  4,  1914. 

In  the  application  for  rehearing  the  defendant  and  certain  of  its  stock- 
holders entered  an  objection  to  that  portion  of  the  Connnission's  de- 
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cision,  rendered  October  9,  1913,  which  hmits  the  American  Telephone 
and  Telegraph  Company  to  2h  per  cent  instead  of  4^  per  cent,  which  it 
secures  mider  its  contract  with  the  Pacific  Company.  The  Commission, 
in  denying  the  petition  for  rehearing,  finds  that  the  allowance  fixed  in 
the  previous  decision  is  ample  to  cover  the  cost  to  the  holding  company 
of  performing  the  services  specified  in  the  contract,  and  affirms  its 
former  conclusion  that 

only  that  amount  should  be  allowed  as  a  charge  against  the  operating 
expenses  of  the  Pacific  Company  which  is  a  reasonable  compensation 
for  what  is  actually  done  and  the  lowest  reasonable  amount  for  which 
such  service  could  be  performed. 

The  Commission  reached  this  conclusion  because  of  the  following 
considerations:  Of  course  it  is  too  well  established  to  need  citation 
of  authority,  that  any  improvident  or  extravagant  expenditure  made 
by  a  public  utility  should  not  be  allowed  in  its  entirety  when  rates 
are  to  be  fixed,  but  only  that  amount  which  reasonably  and  provi- 
dently should  have  been  expended.  Under  the  peculiar  facts  of  this 
case,  and,  having  in  mind  the  far-reaching  effect  of  the  practice  here 
in  question,  I  consider  it  necessary  to  announce  the  position  of  this 
Commission  with  reference  to  such  practices  in  plain  and  unmis- 
takable terms. 

132.1 — Natural  Monopolies. 

Nowadays,  the  owners  of  property  devoted  to  a  public  use,  in  a 
business  which  is  what  is  commonly  styled  a  natural  monopoly,  are 
urging  that  such  natural  monopoly  should  be  protected  in  its  field 
of  operation  from  competition,  on  the  ground  that  competition 
divides  the  business  and  duplicates  the  property,  thus  producing  a 
necessity  for  higher  rates.  On  the  theory  that  a  natural  monopoly, 
such  as  a  telephone  company,  can  give  better  service  at  lower  rates 
to  its  patrons  when  operating  alone  in  a  field  than  can  possibly  be 
given  when  a  portion  of  its  business  is  taken  from  it  and  more  property 
utilized  in  the  particular  field  upon  which  an  earning  shall  be  re- 
quired, these  utilities  urge  that  they  should  be  permitted  to  operate 
free  from  competition.  And  this  theory,  upon  which  it  is  urged  that 
natural  monopolies  shall  be  protected  from  competition,  is  justified 
on  the  ground  of  a  benefit  to  the  public.  While  this  theory  may  be 
ever  so  sound,  it  does  not  lie  in  the  mouth  of  a  utility  representative 
to  urge  such  protection  on  the  ground  that  such  protection  is  good 
for  its  patrons,  when,  as  a  matter  of  fact,  it  does  not  accord  to  its 
patrons  the  benefits  such  monopoly  is  supposed  to  protluce.  The 
fact  that  better  service  and  lower  rates  usually  are  attendant  on 
competition,  even  between  natural  monopolies,  naturally  leads  to 
the  conclusion  on  the  part  of  patrons  of  natural  monopolies  that  the 
better  service  and  lower  rates  are  the  result  of  such  competition. 
Of  course,  such  is  not  the  fact,  because,  howevcn-  low  the  rate  and 
however  good  the  service  may  bo  given  under  competition  Ix^tween 
two  agencies  where  one  coukl  do  the  work,  the  rate  coukl  be  lower 
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and  the  service  better  if  the  one  were  unmolested.  This,  of  course, 
is  capable  of  mathemathical  demonstration,  but  those  of  us  who  are 
engaged  in  public  utility  regulation  have  long  ago  lost  patience  with 
the  contention  of  the  monopolist  that  his  monopoly  sliall  be  protected 
on  the  ground  that  it  affords  a  benefit  to  the  public,  when  as  a  matter 
of  fact,  it  brings  about,  and  is  attended  by,  added  burdens  upon  the 
public,  and  too  often  results  in  management  oblivious  to  the  public 
welfare.  Life  is  entirely  too  short  to  be  utilized  in  trying  to  make 
natural  monopohes  do  what  they  say  they  can  and  ought  to  do  with- 
out competition.  If  their  own  self-interest  does  not  lead  them 
voluntarily  to  do  that  which  they  should  do,  they  cannot  long  expect 
the  public  to  protect  them  when  such  protection,  instead  of  benefiting 
the  public  as  patrons,  rather  subjects  such  patrons  to  abuses  that  do 
not  exist  under  competition. 

132 — Protection  from  Competition. 

I  cannot  urge  too  strongly  upon  the  utilities  in  this  State  that  are 
now  protected  by  a  certificate  of  public  convenience  and  necessity, 
the  fact  that,  however  sound  this  provision  is  in  theory,  if  it  does  not 
work  out  in  practice  it  will  be  elimmated.  It  can  only  be  justified  in 
the  minds  of  the  public  on  the  ground  that  it  is  good  for  the  public 
and  it  can  only  be  demonstrated  that  it  is  good  for  the  public  if,  as 
a  matter  of  fact,  the  public  can  be  shoAMi  benefits  resulting  from  it. 

In  very  few  cases  has  this  Commission  refused  to  permit  competition 
to  exist,  and  in  those  cases  we  are  beginning  to  be  presented  with 
charges  that  the  agency  thus  protected  from  competition  is  becoming 
arrogant  and  forgetful  of  the  rights  of  the  public.  Self-interest 
apparently  makes  the  most  potent  appeal,  and,  if  utilities  are  to  be 
so  short-sighted  that  they  cannot  see  that  self-interest  requires  as 
considerate  and  honest  treatment  of  their  patrons  when  there  is  no 
competition  as  is  accorded  when  competition  exists,  and,  in  addi- 
tion, lower  rates  and  better  service,  then  some  other  method  than 
regulation  must  be  fomid  to  make  them  realize  this  fact.  This 
results  because  this  Commission  is  not,  and  cannot  be,  equipped  with 
sufficient  employees  to  watch  every  utility  employee,  and  scrutinize 
every  utility  practice  in  this  State. 

What  has  just  been  said  has  a  direct  bearing  on  the  case  here  pre- 
sented, and  led  me  to  suggest  to  the  representatives  of  the  Pacific 
Company  and  the  American  Telephone  and  Telegraph  Company 
that  it  was  not  enough  for  them  to  show  that  The  Pacific  Telephone 
and  Telegraph  Company,  for  the  4|  per  cent  which  it  pays,  secures 
as  much  or  more  than  it  could  secure  elsewhere,  than  from  the 
American  Telephone  and  Telegraph  Company,  but  that  the  American 
Telephone  and  Telegraph  Company  was  getting  no  more  out  of  the 
4i  per  cent  than  the  amount  for  which  it  could  reasonably-  perform 
the  services  rendered.  For  if  such  is  not  the  case  there  would  be 
brought  about  a  result  where  it  is  attempted  to  justify  a  condition 
of  monopoly  on  the  part  of  the  American  Telephone  and  Telegraph 
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Company,  while  giving  to  it,  the  monopoly,  the  benefit  which  is 
supposed  to  be  accorded  to  the  public,  and  which  alone  could  give 
sanction  to  such  monopoly. 

149 — Holding  Companies. 

The  Pacific  Gas  and  Electric  Company  serves  many  localities  in  this 
State  with  electricity  and  gas.  I  merely  take  this  company  as  an 
illustration  because  of  the  extent  of  its  operations.  Suppose  that 
company,  instead  of  dealing  directly  with  all  of  the  municipalities 
within  the  territory  served  by  it,  should  organize  companies  in  each 
of  such  municipalities  and  t5ien  organize  a  holding  company  which 
would  own  the  stock  or  a  controlling  interest  in  the  stock  of  these 
local  companies,  and  should  sell  its  commodity  in  bulk  to  these 
subsidiary  agencies  which  it  controls,  and  should  arbitrarily  fix  the 
price,  which  was  not  the  price  at  which  the  holding  company  could 
afford  to  produce  the  commodity  but  the  price  which  the  controlled 
company  could  be  induced  to  pay.  Under  the  present  condition  The 
Pacific  Gas  and  Electric  Company,  in  a  rate-fixing  inquiry,  shows 
what  it  costs  it  to  produce  its  commodity,  but  in  the  suggested 
instance  such  would  not  be  the  case,  but  the  amount  charged  against 
the  consumers  would  be  that  which  the  local  company  would  have 
to  pay  for  its  electricity  or  gas  and  not  the  cost  of  production.  Thus 
we  have  a  condition  exactly  analogous  to  the  one  here,  where  the 
American  Telephone  and  Telegraph  Company  controls  The  Pacific 
Telephone  and  Telegraph  Company  and  various  other  telephone  and 
telegraph  companies  throughout  the  United  States,  and  performs  for 
them  certain  services  under  contracts  at  rates  dictated  by  itself. 
I  submit  that,  if  this  condition  is  to  be  permitted  to  exist,  what  it 
costs  the  American  Telephone  and  Telegraph  Company  to  perform 
the  service  which  it  actually  performs  for  The  Pacific  Telephone  and 
Telegraph  Company  is  the  only  thing  which  this  Commission  ought 
to  consider  and  the  only  thing  for  which  either  The  Pacific  Telephone 
and  Telegraph  Company  or  the  American  Telephone  and  Telegraph 
Company,  in  the  face  of  the  relation  which  exists  between  them,  has 
a  right  to  contend. 

REFERENCES 
RATES 

612.4    Distribution  Economies. 

Discussion  on  Sub-Committee  Report  on  "Distribution  of  Elec- 
trical Energy"  (Junkersfeld,  etc.),  New  York,  February  27,  1914. 

Proceedivq.s  of  the  American  Institute  of  Electrical  Enqincers,  13  pages, 
February' 25,"  1914,  p.  1125. 

The  above  report  is  abstracted  in  4  Hate  Hf.skakch  ;W().  The  following  here 
contribute  to  the  discussion;  H.  L.  WaUau,  I'hilip  'I'orchio,  S.  D.  y])rong,  D.  W. 
Roper,  E.  M.  Hewlett,  H.  R.  .Siunmcrhayes,  Jolin  li.  'I'ayh)r,  E.  \V.  TrafTord, 
J.  T.  Kelly,  Jr.,  John  Murphy,  H.  B.  Gear  and  Carl  Schwartz. 
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623— Power  Factor. 

Synchronous  Boosters  in  Transmission  Lines,  by  Lee  Hagood. 
General  Electric  Review,  8^  pages,  August,  1914,  p.  786. 

The  author  makes  an  analysis  of  the  application  of  synchronous  boosters  to  trans- 
mission lines.  He  has  pointed  out  in  particular  that,  when  a  synchronous  booster 
is  driven  by  a  synchronous  condenser,  an  ideal  method  is  secured  for  deriving 
flexible  voltage  for  a  distribution  point  on  a  transmission  system.  Such  voltage 
is  independent  of  the  system's  voltage  and  yet  does  not  involve  the  local  s>Tichro- 
nous  machines  in  oi>erating  at  undesirable  power-factors,  since  the  insertion  of  the 
booster  effects  a  means  of  securing  onlj-  such  power-factors  in  the  transmission 
line  itself  as  is  desired  to  meet  the  operating  conditions. 

410 — Cost  of  Service. 

Hydroelectric  Cost  Data,  l)y  J.  D.  Ross.  Journal  of  Electricity, 
Power  and  Gas,  2  pages,  July  18,  1914,  p.  55. 

Tables  of  costs  compiled  from  the  records  of  the  Seattle  Lighting  Department  are 
given  to  show  in  detail  the  cost  of  Seattle's  municipal  plant  as  it  appeared  on  the 
books  at  the  end  of  1912. 


INVESTMENT  AND  RETURN 

340 — Rate  of  Return. 

The  Rate  of  Return.  Editorial,  Electrical  Review,  July  25,  1914, 
p.  153. 

No  definite  method  of  determining  the  proper  rate  of  return  has  yet  been  developed 
by  public  service  commissions.  It  is  generally  recognized  that  the  ease  of  se- 
curing capital  depends  upon  the  risks  involved  in  the  utility,  the  supply  of  avail- 
able capital  and  other  opportunities  for  investment.  The  aim  should  be  to  make 
the  rate  of  return  the  same  as  is  earned  in  other  investments  where  the  conditions 
of  risks,  etc.,  are  ecjual.  Too  often  the  rate  is  fixed  in  an  entirely  arbitrary  way, 
without  a  study  of  the  factors  which  would  indicate  what  the  proper  rate  is. 

Some  indication  as  to  whether  the  present  earnings  of  a  utility  are  proper  from  the 
standpoint  of  ther  egulating  body  is  afforded  by  the  market  value  of  its  securities. 
Even  in  the  case  of  bonds  fully  secured  by  the  physical  property  of  the  utility  we 
find  differences  in  the  market  prices,  which  indicate  differences  in  risk  and  in  the 
desirability  of  the  investment  from  the  standpoint  of  the  investing  public.  Since 
bonds,  however,  never  represent  more  than  a  certain  fraction  of  the  total  invest- 
ment in  a  utility,  and  since  their  desirability  is  usually  judged  by  the  net  receipts, 
they  give  little  indication  of  the  appropriateness  of  the  rate  of  return  upon  the 
entire  property.  In  the  case  of  the  capital  stock,  however,  the  situation  is  quite 
different  and  the  market  value  of  a  corporation's  stock  is  usualh'  some  measure 
of  proper  earnings. 


PUBLIC  SERVICE  REGULATION 

132 — Protection  from  Competition. 

Public   Service   Commission   News — Idaho.     News   Item   and   Edi- 
torial, Electrical  World,  ^  page,  July  25,  1914,  p.  170,  and  p.  161. 

The  Public  Utilities  Commission  of  Idaho  is  under  attack.     The  republican  and 
democratic  State  conventions  have  inserted  planks  in  their  respective  platforms 
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providing  for  the  amendment  of  the  utilities  act.  It  is  said  by  those  who  are 
familiar  with  the  intent  of  the  republican  plank  that  it  means  a  declaration  for  an 
amendment  to  the  utilities  act  that  will  take  from  the  commission  power  to  re- 
quire companies  to  apply  for  certificates  of  public  convenience  and  necessity 
before  competing  in  districts  where  corporations  are  operating  and  reasonable 
rates  prevail.  The  democratic  platform  says  in  part:  "The  law  has  been  inter- 
preted by  the  republican  commission  and  affirmed  by  the  Supreme  Court  of  the 
State  of  Idaho  as  giving  the  commission  sole  and  autocratic  power  to  permit 
existing  public  utility  monopolies  to  continue  their  exclusive  possession  of  the 
market  supplied  by  them;  competition  is  killed;  the  needed  and  desired  develop- 
ment of  Idaho's  natural  resources  is  blocked  and  discouraged.  We  condemn  this 
substitution  of  three  men  commission  rule  for  the  public  policy  of  competition 
and  development  of  natural  resources.  We  pledge  the  democratic  party  to  such 
changes  in  the  public  utilities  law  as  will  secure  regulated  competition  in  place  of 
protected  monopoly." 

The  editorial  outlines  briefly  the  arguments  for  protection  from  competition. 
The  statement  is  made  that  to  construct  new  facilities  by  the  side  of  existing  and 
adequate  facilities  is  not  only  a  waste  of  private  capital,  but  is  an  exhibition  of 
public  foolishness  wherever  permitted.  Idaho  may  want  to  develop  its  resources, 
but  development  at  the  expense  of  existing  reasonable  investment  is  a  sign  to  the 
newcomers  that  their  investment  may  also  be  jeopardized  when  another  compet- 
itor appears. 

261— Public  Service  Bills. 

Utility  LeCxIslation  in  Colorado.  Electric  Railway  Journal,  1-8  page, 
July  18,  1914,  p.  142. 

Application  for  a  writ  of  injunction  was  filed  in  the  District  Court  at  Denver,  Col., 
on  July  3  by  Attorney  General  Fred  Farrar  to  restrain  the  Secretary  of  State  from 
referring  to  referendum  the  bill  creating  the  public  utilities  commission  passed  at 
the  last  regular  session  of  the  legislature,  and  upon  which  corporation  interests 
filed  a  petition  for  referendum.  If  the  contention  of  the  attorney  general  is  sus- 
tained and  the  bill  is  ordered  off  the  official  ballot  for  the  November  election,  the 
law  will  become  effective  and  the  State  Railroad  Commission  will  be  replaced 
by  the  Public  Utilities  Commission. 

240 — Commission  Procedure. 

Expediting  Commission  Procedure.  Editorial,  Electrical  Review, 
July  18,  1914,  p.  106. 

If  the  regulation  of  public  utilities  by  state  commissions  is  to  attain  complete 
success,  everything  possible  must  be  done  to  eliminate  delays  in  the  findings  of 
such  boards  upon  pending  petitions.  Reference  is  made  to  various  cases  wliere 
the  decisions  have  been  long  delayed.  It  is  said  that  full  preparation  on  the  part 
of  the  company  for  answering  questions  arising  at  hearings,  a  willingness  to  be 
entirely  frank  regarding  every  phase  of  management,  and  entire  avoidance  of 
obstructive  tactics  with  respect  to  the  presentation  of  (lata  legitimately  required, 
will  do  a  great  deal  to  shorten  the  number  of  hearings  required  in  cases  in  whitdi 
profound  legal  and  i)articularly  constitutional  questions  are  not  involved.  In 
states  where  a  large  amount  of  court  work  has  to  be  done  on  behalf  of  a  public 
utility,  it  may  be  desirable  to  divide  the  legal  work  between  courts,  commission 
and  legislature,  retaining  different  counsel  for  each  of  these  important  fields  of 
service.  Conflicting  engagements  otherwise  tend  to  i)rolong  the  hearing  to 
inordinate  lengths  in  companies  of  large  scope  and  in(lu(>nce.  On  the  part  of  the 
mimicipality  or  group  of  consiuners  usually  concerned  in  commission  proceedings, 
time  will  always  be  savcnl  by  entmsting  the  case  to  an  experienced  adviser  blessed 
with  a  broad  and  libera!  mind,  and  if  petty  politics  can  be  ker)t  out,  all  the  better. 
As  for  the  commission  itself,  it  is  safe  to  say  that  in  too  many  cases  too  great 
emphasis  is  laid  upon  hearing  evidence  by  the  full  board  in  person,  and  again,  the 
stafT  is  often  too  snuill  to  enable  the  work  of  regulation  to  be  handled  with  prompt- 
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ness.  It  is  well  known  by  close  observers  of  commission  practice  that  much  of 
the  best  work  of  such  boards  is  done  in  informal  conferences  outside  of  j)ublic 
hearings,  and  in  view  of  the  progress  which  is  usually  made  in  this  way,  it  would 
seem  that  postponements  of  public  hearings  ought  not  to  stand  in  the  way  of  a 
reasonable  expedition  of  cases. 

MUNICIPALITIES 

830— Public  Ownership. 

Defects  of  the  Grosser  Report.     Editorial,  Electric  Railway  Journal, 

July  11,  1914,  p.  57. 

It  would  be  difficult  to  conceive  a  congressional  report  in  favor  of  a  measure  of  great 
and  far-reaching  consequence  that  entered  less  into  the  merits  of  the  proceeding 
than  that  filed  by  Representative  Robert  Grosser  of  Ohio  in  support  of  his  bill  for 
the  government  ownership  of  the  street  railways  of  the  District  of  Columbia.  Mr. 
Grosser  writes  glibly  enough  about  the  "great  advantages"  of  government  owti- 
ership,  of  better  service  and  lower  fares  and  higher  wages.  But  he  gives  no  basis 
for  his  belief  that  any  such  thing  would  happen  if  the  government  of  the  United 
States  were  to  undertake  to  run  the  street  railway  system  of  the  nation's  capital. 
Nor  is  there  a  word  as  to  the  machinery  by  which  such  an  enterprise  would  be 
operated.  The  members  of  the  Public  Utilitj'  Commission  who  testified  before 
the  House  committee  admitted  freely  their  inability  to  cope  with  the  problem  of 
regulating  the  lines  within  the  district.  This  certainly  makes  it  reasonable  to 
doubt  their  ability  to  operate.  But  Mr.  Grosser  offers  no  solution  for  this  ques- 
tion. As  to  the  great  financial  problem  involved  in  this  enterprise  there  is  not  a 
line  in  the  report  except  charges  that  the  existing  companies  are  overcapitalized. 

830— Public  Ownership. 

MuNiciP.\L  Ownership  of  Street  Railways  in  the  District  of 
Columbia.  Pamphlet,  72  pages.  Published  by  the  Bureau  of  Public 
Service  Economics. 

An  abstract  of  the  hearings  before  the  committee  on  the  District  of  Columbia  on 
the  Grosser  bill  is  given  and  a  comprehensive  summary  of  the  original  voluminous 
record  thus  rendered  available.  An  adequate  index  is  included;  and  page  refer- 
ences to  the  printed  "Hearings"  are  given  for  every  statement  in  the  abstract, 

820 — State  Regulation  of  Municipal  Utilities. 

Effects  of  State  Regulation  Upon  the  ^Municipal  Ownership 
Movement,  by  Delos  S.  Wilcox.  Reprinted  from  the  A7inals  of  the 
Americaji  Academy  of  Political  and  Social  Science,  May,  1914.  Pamphlet 
14  pages. 

The  policj-  of  regulation  by  state  commissions,  injected  into  American  politics  by 
the  political  prestige  and  constructive  genius  of  Hughes  and  La  Follette,  and 
subsequently  strengthened  by  the  support  of  such  strong  progressive  state  e.xecu- 
tives  as  Woodrow  Wilson  in  New  Jersey  and  Hiram  Johnson  in  California,  has 
displayed  more  aggressive  vitality  than  almost  any  other  constnictive  political 
idea  ever  launched  in  state  politics.  A  brief  outline  is  given  of  the  forces  which 
were  favorable,  and  which  were  antagonistic,  to  the  movement  in  its  beginning; 
and  attention  is  called  to  the  fact  that  many  of  these  forces  have  now  taken  a 
reverse  position.  The  direct  changes  in  the  powers  of  cities  to  undertake  munici- 
pal ownership,  resulting  from  the  enactment  of  public  utility  laws,  are  said  to  be 
(1)  the  indeterminate  provision  contained  in  some  of  the  laws,  which  requires  that 
the  municipality  purchase  the  company's  property  at  the  commission's  valuation; 
and  '2)  the  provision  in  many  laws  bringing  numicipal  undertakings  under  the 
control  of  the  state  commission  practically  to  the  same  extent  as  private  under- 
takings.    This  restriction  and  definition  of  the  methods  by  which  municipal 


286  5         Rate     Research 


ownership  may  be  attained,  and  even  the  supervision  of  municipal  undertakings 
by  the  state  commissions,  may  in  practice  help  rather  than  hinder  the  municipal 
movement.  But  whether  they  help  or  hinder,  it  certainly  cannot  be  claimed  that 
the  movement  will  be  unaffected  by  them.  There  is  an  analysis  of  the  indirect 
effect  of  state  regulation  upon  the  municipal  ownership  movement,  such  as  the 
effects  made  by  the  assumption  of  I'egulatory  bodies  that  the  investment  is  con- 
tinuous and  permanent;  and  the  effects  of  the  control  and  sanction  of  public  utility 
construction  accounts  and  capitalization  exercised  by  state  commissions.  When 
the  city  comes  to  take  over  a  utility  or  proposes  to  enter  into  a  contract  by  which 
the  utility  shall  be  made  to  pay  for  itself  pending  its  transfer  to  public  owTiership, 
it  is  apparent  that  the  rates,  which  have  been  scaled  down  without  any  j^rovision 
for  the  amortization  of  the  capital,  may  have  to  be  increased  again  in  order  to 
take  care  of  the  new  factoi'.  If  this  should  prove  to  be  the  case,  the  movement 
for  municipalization  would  lose  much  of  its  political  driving  power.  There  is  a 
reason  to  believe  that  the  average  citizen  who  favors  municipal  ownership  is  still 
moved  primarily  by  the  expectation  that  under  it  he  would  secure  better  service 
or  lower  rates,  or  both,  and  if  it  became  clear  that  in  order  to  make  municipal 
ownership  successful  the  rates  would  have  to  be  raised,  it  is  more  than  likely 
that  the  citizen's  enthusiasm  for  the  change  would  cool  off  rapidly. 

840 — Public  Operation. 

British  Municipal  Undertakings.  Editorial,  Electrical  World, 
July  18,  1914,  p.  11,5. 

The  address  delivered  by  President  R.  A.  Chattock  at  the  convention  of  the 
(British)  Incorporated  Municipal  Electrical  Association,  is  discussed.  Various 
peculiar  problems  which  have  to  be  faced  when  municipalities  undertake  the  oper- 
ation of  their  public  utilities,  are  commented  upon.  It  is  said  that  it  is  striking 
to  note  that  there  is  under  way  at  present  in  England  a  strong  movement  toward 
reducing  still  further  the  cost  of  energy  supply  by  centralized  undertakings  such 
as  are  very  common  in  private  hands  here.  The  same  movement  is  in  evidence 
everywhere  and  only  awaits  the  action  of  Parliament  to  be  put  into  effect.  The 
sluggishness  of  this  body  and  the  disinclination  of  municipalities  to  surrender  any 
portion  of  their  individual  control  act  to  block  the  scheme.  There  is  much  to  be 
said  for  the  Enlgish  form  of  Parliamentary  government,  but  if  every  plan  for  the 
wholesale  supply  of  electricity  in  this  country  had  to  be  approved  by  Congress 
progress  would  be  painfully  slow.  If  local  pride  in  municipal  undertakings  had 
also  to  be  reckoned  with,  one  would  fear  actual  retrogression,  if  such  a  thing  were 

fiossible.     Altogether  it  is  very  evident  that  the  municipal  undertakings  in  Eng- 
and  have  troubles  of  their  own,  even  though  they  may  not  be  cjuite  the  same  as 
those  that  are  familiar  on  this  side  of  the  water. 

( 

830— Public  Ownership. 

Who  Owns  the  Pennsylvania  Railroad?  Editorial,  Engineering  News, 
July  16,  1914,  p.  146. 

The  lists  of  the  stockholders  of  many  of  the  great  railway  an<l  industrial  cor- 
porations show  that  the  stock  is  widely  distributed  and  is  held  largely  in  small 
holdings  by  persons  scattered  all  over  the  United  Htates.  Figures  of  the  Penn- 
sylvania R.  R.  Co.  are  quoted  as  an  example.  The  underlying  idea  in  a  large 
part  of  the  agitation  for  government  ownership  is  that  the  railways  are  now 
owned  by  a  few  individuals  of  enormous  wealth,  who  are  rapidly  growing  richer 
from  the  dividends  and  interest  payment,  whereas  if  the  railways  were  taken 
over  by  the  government,  the  government  itself  would  hold  all  the  stocks  and 
bonds  and  would  receive  all  the  profits.  But  as  the  above  discussion  shows,  the 
railways  of  the  country  are  owned  not  by  a  few  thousand  wealthy  individuals  but 
by  millions  of  people  who  work  for  their  living.  The  government  could  not  and 
will  not,  until  the  forces  of  anarchy  are  triumphant,  destroy  the  property  belonging 
to  all  these  people  and  forcibly  take  it  away  from  them.  If  we  are  to  have  govern- 
ment ownership  of  railways,  it  can  only  come  about  by  the  government  buying 
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the  railways  from  the  stock  and  bondholders  and  paying  for  them  in  promises; 
or,  in  other  words,  government  bonils.  This  wouhl  simply  mean  that  the  millions 
of  people  who  now  hold  railway  stocks  and  bonds  would  hold  government  bonds 
instead,  and  the  government  itself  would  be  obliged  to  pay  the  interest  on  these 
bonds  or  go  bankrupt,  whether  the  railways  earned  profits  enough  to  pay  the 
interest  or  not.  If  anyone  believes  that  under  government  ownership  the  railways 
wouUl  be  more  efficiently  and  economically  and  honestly  managed  than  they  are 
now  by  their  present  officers  under  the  supervision  of  State  and  Federal  authorities 
— if  anyone  really  believes  this  proposition,  he  should  make  a  careful  studj^  of 
what  the  government  actually  does  in  spending  money  on  river  and  harbor  im- 
provements. 

GENERAL 

771 — Inspection. 

Electrical  Inspection.  A  Discussion  at  a  Joint  Meeting  of  the 
Electrical  Section,  W.  S.  E.,  and  Chicago  Section  A.  I.  E.  E.,  March 
26,1914,  Journal  of  the  Western  Society  of  Engineers,  19  pages,  June, 
1914. 

Causes  of  defective  and  dangerous  construction  and  possible  means  of  prevention 
are  discussed,  and  the  necessity  for  proper  inspection  to  insure  the  safety  of  the 
installation  is  emphasized. 

112 — Franchises . 

Kansas  City  Railways  Franchise  Ordinance.  Article  and  Editorial, 
6  pages.  Electric  Railway  Journal,  July  18,  1914,  p.  Ill,  and  p.  105. 

An  abstract  of  the  ordinance  recently  approved  by  voters  of  Kansas  City,  Mo.,  is 
given.  Among  the  features  shown  are  a  partnership  method  of  control,  a  valuation 
of  the  physical  and  intangible  property  of  the  company,  a  6  per  cent  rate  of  return, 
a  plan  for  division  of  excess  earnings  with  the  city,  and  a  recapture  clause. 

The  editorial  states  that  it  may  be  taken  for  granted  that  the  ordinance  is  deficient 
in  some  respects  from  the  standpoint  of  either  interest.  The  real  question,  how- 
ever, is,  whether  or  not  it  was  to  the  interest  of  both  company  and  public  to  make 
a  reasonable  settlement  rather  than  to  continue  hostility  and  retard  development 
of  the  city.  The  ordinance  gives  the  city  many  rights  and  steps  the  period  of 
rehabilitation  forward  from  1925  to  1914,  eleven  years.  Those  years  will  be 
lived  better  with  the  modern  service  that  the  city  can  compel  than  if  they  were 
frittered  away  in  fruitless  franchise  controversy.  The  ordinance  represents  many 
of  the  best  ideas  in  settlements,  and  is  a  workable  contract,  promoting,  not  retard- 
ing, progress. 

112 — Franchises. 

The  Kansas  City  Franchise,  by  Delos  F.  Wilcox.  Electrical  World, 
H  pages,  July  18,  1914,  p.  127. 

Mr.  Wilcox  outlines  his  chief  reasons  for  holding  that  the  Kansas  City  settlement 
is  an  improvident  contract  from  the  city's  standpoint.  He  asserts  that  cities 
ought  to  assume  for  the  future  the  ultimate  risk  of  public  utility  investments  in 
so  far  as  such  risk  is  due  to  the  possibility  of  existing  structures  becoming  obsolete 
through  the  development  of  the  arts  and  changes  in  the  conditions  of  the  service. 
In  return  for  making  the  investment  safe  and  the  annual  interest  payments  and 
the  ultimate  return  of  the  {)rincipal  certain,  the  city  ought  to  get  very  important 
advantages.  From  the  standpoint  of  the  cost  of  cajjital,  these  advantages  ought 
to  approximate  the  advantages  of  municipal  ownership.  The  street  railway 
interests  eagerly  embrace  the  doctrine  of  a  safe  investment  and  of  a  guaranteed 
return  upon  it,  but  the  safer  the  investment  and  the  surer  the  annual  return,  the 
less  they  are  inclined  to  favor  the  ultimate  withdrawal  of  their  capital  through 
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the  process  of  amortization  or  otherwise.  They  are  glad  to  accept  the  advantages 
of  the  proposed  program  but  are  loath  to  pay  the  price  that  maj^  be  reasonably 
expected  of  them.  The  companies  balk  at  two  points.  In  the  first  place,  the 
existing  investment  has  to  be  measured  and  recognized  as  a  sort  of  financial  base 
or  starting  point  for  the  readjusted  financial  relations  of  the  future.  The  com- 
panies take  the  position  that  in  making  a  new  deal  the  city  should  assume  past 
risks  as  well  as  future  risks,  and  include  lost  investments  in  one  form  or  another  in 
recognized  capital  value.  On  the  other  hand,  if  the  enterprise  has  been  profitable 
that  fact  is  not  admitted  to  be  a  reason  for  assuming  that  the  money  invested  in 
superseded  property  has  been  withdrawn  from  capital  account,  but  rather  is  put 
forward  as  a  reason  for  a  further  swelling  of  the  recognized  investment.  Whether 
they  have  won  or  lost  under  the  speculative  conditions  of  the  past,  they  ask  the 
city  to  pay  for  it.  In  the  second  place,  the  companies  are  generally  unwilling  to 
accept  a  rate  of  return  hammered  down  to  the  point  that  the  security  of  the 
investment  will  warrant. 

COURT  DECISION  REFERENCES. 

224 — Rate  Regulation. 

Houston  E.  &  W.  T.  R.  Co.  v.  United  States.  Decision  of  the 
United  States  Supreme  Court.     June  8,  1914.     34  Sup.  Ct.  833. 

Rates  made  by  the  carriers  out  of  Dallas  and  other  Texas  points  were  much  lower 
than  those  which  they  extended  from  Shreveport,  Louisiana,  into  Texas.  This 
injuriously  affected  the  commerce  of  Shreveport  which  competed  for  the  trade 
of  the  intervening  territory  with  the  cities  of  Houston  and  Dallas. 

The  Interstate  Commerce  Commission  found  that  the  interstate  class  rates 
out  of  Shreveport  to  named  Texas  points  were  unreasonable,  and  it  established 
maximum  class  rates  for  the  traffic.  These  rates,  we  understand,  were  sub- 
stantially the  same  as  the  class  rates  fixed  by  the  Railroad  Commission  of 
Texas,  and  charged  by  the  carriers,  for  transportation  for  similar  distances  in 
that  state.  The  Interstate  Commerce  Commission  also  found  that  the  carriers 
maintained  "higher  rates  from  Shreveport  to  points  in  Texas"  that  were  in 
force  "from  cities  in  Texas  to  such  points  under  substantially  similar  conditions 
and  circumstances,"  and  that  thereby  "an  unlawful  and  undue  preference  and 
advantage"  was  given  to  the  Texas  cities,  and  a  "discrimination"  that  was 
"undue  and  unlawful"  was  effected  against  Shreveport.  In  order  to  correct 
this  discrimination,  the  carriers  were  directed  to  desist  from  charging  higher 
rates  for  the  transportation  of  any  commodity  from  Shreveport  to  Dallas  and 
Houston,  respectively,  and  intermediate  points,  than  were  contemporaneously 
charged  for  the  carriage  of  such  commodity  from  Dallas  and  Houston  toward 
Shreveport  for  equal  distances,  as  the  Commission  found  that  relation  of  rates 
to  be  reasonable.     23  Inters.  Com.  Rep.  31,  46-48. 

The  order  was  assailed  on  the  groimds: 

1.  That  Congress  is  impotent  to  control  the  intrastate  charges  of  an  inter- 
state carrier  even  to  the  extent  necessary  to  prevent  injurious  discrimination 
against  interstate  traffic;  and  (2)  that,  if  it  be  assumed  that  Congress  has  this 
power,  still  it  has  not  been  exercised,  and  hence  the  action  of  the  Commission 
exceeded  the  limits  of  the  authority  which  has  been  conferred  upon  it. 

The  Court  holds  these  contentions  to  be  without  merit. 

Congress,  in  the  exercise  of  its  paramount  power,  may  prevent  the  common 
instrumentalities  of  interstate  and  intrastate  commercial  intercourse  from 
being  used  in  their  intrastate  operations  to  the  injury  of  the  interstate  com- 
merce. Tliis  is  not  to  say  that  Congress  possesses  the  authority  to  regulate 
the  internal  commerce  of  the  state,  as  such,  but  that  it  does  jiossess  the  power 
to  foster  and  protect  interstate  commerce,  and  to  take  all  measures  necessary 
or  appropriate  to  that  end,  although  intrastate  transactions  of  interstate 
carriers  may  thereby  be  controlled. 
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For  statement  of  facts  and  opinions   contained  in   papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

COMMISSION  DECISIONS 

NEW  YORK  (IstD.) 

617 — Breakdown  or  Auxiliary  Service. 

C.  Perceval,  Inc.  v.  The  New  Yokk  Edison  Company,  Alleging  that  the 
Company  has  Unjustly  Refused  to  Furnish  Auxiliary  Service.  De- 
cision of  the  New  York  Public  Service  Commission  (1st.  D.),  Dis- 
missing the  Complaint.     March  3,  1914. 

The  Complainant  had  contracted  for  service  from  a  private  plant  in  an 
adjoining  building  during  the  hours  of  7:30  a.  m.  to  5:30  p.  in.,  and  ap- 
plied to  the  New  York  Edison  Company  for  service  at  other  times. 
The  complainant  made  three  written  applications  to  the  Company  for 
supply  of  electric  current  under  the  company's  wholesale  schedule, 
general  rate  schedule  and  power  schedule  respectively,  crossing  out  on 
the  printed  form  in  each  case,  however,  the  clause  providing  as  follows: 
"And  that  no  other  service  be  introduced  or  used  in  connection  with 
the  equipment  supplied  hereunder,  without  the  previous  written  con- 
sent of  the  New  York  Edison  Company."  The  Edison  Company  re- 
fused to  give  the  service  except  under  the  conditions  expressed  in  the 
clause. 

.  .  .  .  What  the  complainant  attacks  in  this  case,  therefore,  is 
the  reasonableness  and  legality  of  this  clause  and  the  power  of  the 
Edison  Company  to  require  its  insertion  in  any  contract,  at  least  in 
a  contract  made  under  the  circumstances  existing  in  this  case.    .    .    . 

This  case  is  in  some  respects  similar  to  another  case  recently  decided 
by  the  Commission  (Frankel  Brothers  v.  New  York  Edison  Co.,  P. 
S.  C.  R.  [1st  Dist.,  N.  Y.]  272).  The  situation  in  that  case  was  sub- 
stantially the  same  as  in  this,  except  that  there  it  was  the  proprietor 
of  the  private  plant  who  desired  to  obtain  a  supply  of  electricity  from 
the  Edison  Company  which  might  be  resold  to  a  customer  of  the 
private  plant,  while  in  this  case  it  is  the  customer  who  desires 
service.     .     .     . 

In  the  former  case,  the  Commission  held  that  it  would  be  unjust  to 
require  one  supply  company  to  furnish  standby  service  to  a  competing 
company  and  that  this  applied  to  a  private  plant  supplying  adjoining 
buildings. 

It  is  our  opinion  that  upon  the  grounds  of  reasonableness  alone,  the 
complainant  is  not  entitled  to  the  relief  he  demands.  If  each  con- 
sumer of  a  block  plant  may  demand  service  which  is  in  the  nature 
of  breakdown,  supplementary  or  auxiliary  service,  the  block  plant 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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could  be  shut  down  nights,  Sundays  and  hoUdays,  or  whenever  there 
is  little  electricity  reciuired  by  its  customers,  the  general  supply 
company  being  required  to  take  care  of  those  periods  as  well  as  to 
supply  all  deficiencies  caused  by  breakdown  or  inadequacy  of  the 
block  plant  at  any  time  and  even  to  take  over  the  entire  service  at 
the  time  of  peak  loads.  Further,  it  is  plain  that  if  the  complainant 
in  this  case,  and  other  users  of  electricity  similarly  situated,  are  held 
to  be  entitled  to  demand  and  receive  service  from  a  general  electrical 
supply  company  in  addition  to  service  from  an  adjoining  plant,  the 
practical  effect  of  the  Commission's  decision  will  be  that  the  indi- 
vidual consumers  will  apply  for  service  instead  of  the  adjoinmg  sup- 
ply company.     .     .     . 

The  statutes  of  this  State  recognize  the  distinction  between  a  private 
plant  used  to  supply  electricity  merely  to  the  proprietor  or  to  his 
tenants,  and  a  plant  which  also  supplies  one  or  more  neighboring 
buildings.  The  Public  Service  Commissions  Law  (subdivision  13  of 
Section  2)  defines  an  electrical  corporation  as  including: 

"Every  corporation,  company,  association,  joint  stock  association, 
partnership  and  person  owning,  operating  or  managing  any  electric 
plant  except  where  electricity  is  generated  or  distributed  by  the  pro- 
ducer solely  on  or  through  private  property  for  railroad  or  street 
railroad  purposes  or  fo)-  its  own  use  or  the  use  of  its  tenants  and  not  for 
sale  to  others." 

In  our  opinion,  this  suggests  the  point  at  which  the  line  should  be 
drawn.  It  is  obvious  that  a  public  service  corporation  is  obligated 
to  supply  imder  normal  conditions  every  person  who  demands  service 
and  obtains  the  same  kind  of  service  from  no  other  source.  It  Is 
clear  that  one  public  service  corporation  may  not  reasonably  be  re- 
quired to  furnish  breakdown  service  for  a  competitor  furnishing  the 
same  kind  of  service  in  the  same  area.  Between  these  two  extremes 
there  are  many  cases  involving  peculiar  conditions,  and  at  some  point 
a  line  of  demarcation  must  be  drawn.  Upon  one  side  of  it  are  the 
cases  where  the  company  is  not  required  to  supply.  Upon  the  other 
are  cases  where  the  company  is  required  to  supply.  Obviously,  the 
cases  close  to  the  border  line  upon  one  side  will  not  differ  greatly 
from  those  on  the  other  side  of  the  line,  but  there  must  be  some 
point  of  transition,  and  in  our  opinion,  the  line  is  crossed  when  a 
consumer  undertakes  to  supply  adjoining  properties,  selling  his  cur- 
rent to  other  than  his  own  tenants,  and  where  a  consumer  demands 
the  privilege  of  switching  his  installation,  or  any  part  of  it,  from  one 
source  of  supply  to  another,  both  of  which  are  located  outside  of  his 
own  premises. 

However,  whether  the  statutes  require  the  Edison  Company  to 
supply  the  complainant,  is  a  question  of  law;  and  if  the  comi)lainant 
has  a  legal  right  to  such  supply,  the  Conunission  cannot  and  would 
not  deprive  him  of  that  right.  But  the  Commission  does  not  con- 
sider that,  if  hv  has  no  such  legal  right,  he  is  entitled  to  a  supply  of 
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electricity  upon  the  ground  that  such  service  would  be  a  reasonable 
obligation  to  impose  upon  the  company. 

In  conclusion,  it  should  be  remembered  that  the  Edison  Company 
in  resisting  the  demand  of  the  complainant  has  not  done  anything 
to  pre\-ent  it  from  patronizing  a  competing  supply  of  electricity  if  it 
chooses  to  do  so.  The  company  only  insists  that  if  the  competing  sup- 
ply is  patronized  for  part  of  the  time,  such  competitor  must  assume 
the  entire  burden  and  responsibility  of  supplying  the  complain- 
ant.    .     .     . 

Note. — The  Appellate  Division  of  the  New  York  Supreme  Court 
has  overruled  this  decision  and  returned  the  case  to  the  Commission 
for  reconsideration.  The  findings  of  the  court  will  be  reported  when  a 
copy  of  the  case  is  received. 

MISSOURI 

SOO^Investment  and  Return. 

Complaint  v.  Kirksville  Light,  Power  and  Ice  Company,  Alleging 
that  Rates  for  Electric  Service  Are  Excessive  and  Discriminatory. 
Decision  of  the  Missouri  Public  Service  Commission,  Fixing  Rates. 
June  23,  1914. 

The  Commission  made  an  investigation  to  determine  original  cost,  re- 
production cost  new,  and  present  value  of  the  property.  Revenues  and 
expenses  were  investigated  and  the  Commission  held  that  a  reduction 
in  rates  was  justified.  Certain  inequalities  in  the  company's  rates  are 
to  be  eliminated.  For  example,  the  company  has  been  furnishing 
street  lighting  free  to  the  city  of  Kirksville. 

616.1— Street  Lighting. 

The  result  of  furnishing  street  lighting  free  must  be  either  to  make 
the  cost  of  such  service  fall  upon  the  consumers  who  thus  pay  for  it 
in  the  way  of  unreasonably  high  rates,  or  else  it  must  come  from  the 
profits  of  the  company  and  tlius  from  the  stockholders.  It  is  diffi- 
cult to  imagine  that  defendant  would  voluntarily  forego  profits  in 
order  to  furnish  free  service  to  the  city,  so  furnishing  this  free  service 
must  mean  that  its  cost  is  distributed  among  its  consumers  rather 
than  among  the  tax  payers  of  the  city,  as  would  be  the  case  if  the  city 
paid  a  reasonable  price  for  the  street  lighting,  as  is  customary.  The 
minimum  rate  which  is  advisable  for  a  utility  to  charge  is  fixed  by 
the  cost  of  that  particular  service  to  the  utility.  In  other  words, 
no  service  should  be  furnished  l)elow  cost,  otherwise  unreasonably 
high  rates  will  have  to  be  charged  to  other  consumers.  Low  rates 
for  long-hour  use  of  electricity,  or  for  day-time  use  of  electricity 
from  a  plant  which  is  essentially  a  lighting  plant  can  only  be  justi- 
fied on  the  basis  that  the  establishment  of  such  rates  reduces  the  cost 
to  all  consumers  and  that  there  is  no  discrimination  among  consu- 
mers or  different  classes  of  consumers,  that  is,  an  additional  low  rate 
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should  show  a  margin  of  profit  above  the  cost  of  rendermg  the  addi- 
tional service  and  this  marginal  profit  should  be  the  same  for  all 
consumers. 

500 — Rate  Practice. 

The  Commission  states  that  it  has  under  consideration  the  adoption  of  cer- 
tain rules  covering  such  matters  as  discounts,  minimum  charge,  security 
deposits  and  discontinuation  of  service.  The  Commission  considered 
the  rules  submitted  by  the  Company  and  passed  upon  them  pending 
the  final  adoption  of  uniform  rules  for  all  electrical  corporations. 

531— Prompt  Payment  Discount. 

As  it  is  of  importance  that  each  consumer  pay  his  just  proportion  of 
the  reasonable  income  of  defendant  and  to  facilitate  prompt  col- 
lection, the  Commission  sees  no  objection  to  a  discount  for  prompt 
payment  of  say  ten  per  cent  on  all  bills  paid  on  or  before  the  tenth 
of  the  month,  as  has  been  included  in  the  rate  schedule. 

540 — Minimum  Charge. 

Defendant  has  asked  us  to  be  allowed  to  charge  a  minimum  l^ill  of 
$1.00  per  month.  The  utility  furnishes  and  main  tarns  the  custo- 
mer's service  connections  and  meter  and  reads  the  meter  monthly, 
and  the  minimum  bill  insures  the  utility's  receiving  an  amount  suffi- 
cient to  cover  this  cost  as  well  as  the  small  amount  of  electricity 
used;  i.  e.,  the  minimum  bill  is  based  on  the  cost  of  being  ready  to 
serve  the  individual  consumer.  Meter  rental  such  as  has  been  here- 
tofore charged  by  defendant  (25c.  per  meter  per  month)  is  herein- 
before found  to  be  milawful,  as  the  utility  is  obligated  to  furnish 
meters  and  the  costs  as  well  as  return  on  this  investment  are  already 
included  in  the  bill  of  consumers  using  any  considerable  amount  of 
electricity.  In  the  minimum  bill  should  be  included  the  charge  for 
the  minimum  use  of  electricity,  approximately  three  kilowatt  hours.  .  . 
The  defendant  should  be  allowed  to  charge  a  minimum  bill  of  75 
cents  per  customer  per  month,  but  no  meter  rental.  Temporarily, 
customers  who  own  their  meters  should  be  paid  a  monthly  rental 
of  25  cents  a  month  by  defendant  until  the  meters  are  purchased 
by  defendant. 

580 — Terms  and  Condition. 

The  company  asks  for  authority  to  establish  a  rule  requiring  a  security 
deposit  not  to  exceed  $10.00  as  a  maximum. 

The  Commission  is  of  the  opinion  that  defendant  may  require  per- 
sonal security  to  the  amount  of  twice  the  average  monthly  bill,  and 
in  cases  where  satisfactory  security  cannot  be  furnished  a  cash  de- 
posit in  like  amount  may  be  required,  on  wliich,  however,  the  de- 
fendant should  pay  the  depositor  interest  at  the  rate  of  six  p(>r  cent  per 
annum,  as  was  decided  in  Case  No.  39,  Cole  v.  Ft.  Scott  &  Nevada 
Light,  Heat  and  Power  Company  (1  Mo.  P.  S.  C.  209). 

Defendant  asks  to  be  allowed  to  disconnect  and  discontinue  service 
to  any  customer  failing  to  pay  his  monthly  bill  thirty  days  after  it 
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becomes  due.  The  utilit}'  should  not  be  required  to  furnish  service 
to  customers  who  do  not  pay,  and  this  meets  witli  the  Commission's 
approval,  provided  three  days'  notice  be  given  of  intention  to  dis- 
connect and  the  customer  allowed  that  final  opportunity  to  pay  the 
bill  before  service  is  discontinued. 


DISTRICT  OF  COLUMBIA 

129. 1 — Discrimination. 

In  the  Matter  of  Flat  Rate  Business  Service  by  the  Chesapeake  & 
Potomac  Telephone  Company.  Decision  of  the  Public  Utilities 
Commission  of  the  District  of  Columbia,  Holding  That  This  Business 
is  Discriminatory  and  Therefore  Unlawful.     May  4,  1914. 

The  Company  desired  to  cancel  an  existing  contract  by  the  terms  of 
which  the  subscriber  receives  an  unlimited  telephone  service  for  a 
stipulated  sum.  The  contract  runs  for  a  period  of  one  year  and  contains 
a  provision  that  the  contract  shall  be  terminated  only  after  ten  days 
notice  by  either  party,  and  that  "every  such  contract  shall  be  deemed 
as  continuing  on  the  same  terms,  after  expiration  of  such  term,  unless 
it  is  terminated  by  such  notice." 

This  class  of  service,  known  as  flat  rate  business  service,  was  filed 
with  the  Public  Utilities  Commission  by  the  said  telephone  company 
as  an  obsolete  rate.  The  term  of  the  contract  has  expired,  and  the 
question  before  the  Commission  is:  Does  the  continuance  in  force 
of  the  services  provided  by  this  contract  and  other  contracts  of  like 
character  constitute  a  discriminatory  rate  in  violation  of  the  Public 
Utilities  Law?  The  Commission  adopts  the  opinion  of  its  General 
Counsel  that  the  flat  rate  business  service  above  referred  to  is 
discriminatory  in  the  meaning  of  the  law  and  that  the  continuance  in 
force  of  this  and  similar  contracts  discriminates  against  new  sub- 
scribers who  are  refused  similar  service  by  the  telephone  company  and 
perpetuates  the  very  inequality  of  service  which  the  Public  Utilities 
Law  was  enacted  to  prevent. 

WISCONSIN 

830^Public  Ownership. 

Application  of  the  Browntown  Municipal  Light  Plant  for  Authority 
to  Increase  Rates.  Decision  of  the  Railroad  Commission  of  Wiscon- 
sin, Increasing  the  Rates.     June  8,  1914. 

A  petition  for  authority  to  change  rates  was  filed  by  the  lighting  board 
of  the  village  of  Browntown  stating  that  the  municipal  lighting  plant 
is  not  self-supporting.  Another  petition  signed  by  a  number  of  the 
citizens  of  the  village  asks  that  the  operation  of  the  plant  be  discontin- 
ued or  that  the  business  be  placed  on  a  self-sustaining  basis. 

The  Commission  finds  that  the  rates  would  have  to  be  doubled  if  the 
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deficit  from  operation  were  to  be  wiped  out  by  a  modification  of  the 
schedule  of  rates. 

That  the  deficit  could  be  removed  even  in  this  drastic  manner  is 
extremely  doubtful  for,  it  seems,  an  increase  so  great  would  be  sure 
to  drive  away  much  of  the  present  business.  This  raises  the  ques- 
tion of  whether  the  rates  must  be  such  that  cost  of  service  shall  rest 
entirely  upon  the  consumers.  Clearly,  this  depends  upon  circum- 
stances for  the  rates  must  be  fair  to  the  consumers  as  well  as  to  the 
owners  of  the  utility,  and  the  actual  cost  is  not  always  the  entire 
measure  of  fairness. 

The  applicant  has  constructed  a  municipal  electric  plant  for  the 
mutual  benefit,  it  is  to  be  supposed,  of  its  citizens.  Their  obligation, 
however,  does  not  end  with  the  building  of  the  plant  for  the  plant 
needs  patronage  in  order  to  prosper;  and  the  owners,  in  this  instance, 
are  dependent  upon  themselves  as  patrons  of  the  plant.  This  utility 
operates  in  a  community  so  small  that  the  undivided  support  of  all 
its  citizens  is  needed  to  make  the  undertaking  successful.  That  this 
is  true  must  have  been  known  from  the  inception  of  the  utility  under- 
taking for  it  is  evident  that  if  every  building  in  the  village  were  elec- 
trically lighted  the  total  electric  business  would  still  be  small. 

The  Commission  finds  that  only  17  per  cent  of  the  residences  take 
electric  service. 

Under  these  conditions,  should  all  the  loss  from  operation  be  loaded 
upon  those  who  now  use  service?  To  do  so,  appears  to  us  unreason- 
able. 

540 — Minimtun  Charge. 

The  applicants  proposed  to  better  the  financial  condition  by  increasing 
the  minimum  charge.  The  Commission  holds  that  the  minimum 
charge  should  be  fixed  to  cover  certain  expenses  which  it  is  intended 
to  meet  rather  than  to  be  used  as  a  means  of  increasing  revenue.  The 
following  holding  is  quoted  from  the  McGowan  Water,  Light  &  Power 
Company  case  as  applicable  in  this  instance. 

"As  far  as  the  total  revenues  of  the  utility  are  concerned,  it  is  clear 
that  a  minimum  charge  of  $1.00  per  month  will  not  produce  an  ex- 
cessive amount  of  revenue.  A  minimum  charge  very  much  higher 
than  $1.00  a  month  would  in  fact  fail  to  make  up  the  deficit.  It 
appears  to  be  impracticable  to  attempt  to  any  considerable  extent  to 
increase  the  total  revenues  of  the  utility  by  means  of  a  minimum 
charge.  Consequently  the  question  of  authorization  of  a  mininunn 
charge  of  $1.00  should  be  decided  with  reference  to  the  reasonable- 
ness of  that  particular  charge  rather  than  with  reference  to  the  total 
revenues  of  the  utility,  although  this  matter  is  also  an  item  to  be 
considered." 

The  Commission  found  that  a  minimum  charge  of  75  cents  was  reason- 
able and  authorized  an  increase  in  the  general  lighting  and  street  light- 
ing rates.  It  appears  that  if  additional  business  is  secured,  the  increase 
authorized  will  be  sufficient  to  practically  eliminate  the  deficit. 


Rate     Research  297 


WISCONSIN 

300 — Investment  and  Return. 

City  of  Watertown  v.  Watertown  Gas&  Electric  Company,  Alleging 
Excessive  Rates.  Decision  of  the  Wisconsin  Railroad  Commission, 
Fixing  Rates  for  Street  Lighting  Service.     June  25,  1914. 

The  original  complaint  covered  the  matter  of  rates  for  electric  light  and 
power  and  for  gas  light  and  fuel.  The  city  also  filed  a  petition  asking 
that  it  be  granted  a  certificate  of  convenience  and  necessity  to  do  its 
own  street  lighting.  The  proceedings  were  limited  to  determining  a 
proper  rate  for  the  company's  street  lighting  service. 

The  respondent  company  receives  part  of  the  energy  from  the  Mil- 
waukee Light,  Heat  and  Traction  Company,  and  question  arose  as  to 
the  reasonableness  of  the  terms  under  which  this  current  is  purchased. 

The  question  of  what  the  Milwaukee  Light,  Heat  and  Traction 
Company  is  entitled  to  charge  the  Watertown  Gas  and  Electric 
Company  for  current  for  resale  leads  into  phases  of  the  subject 
which  do  not  appear  to  be  very  material  to  the  issue  in  the  case. 
To  furnish  an  answer  to  this  question  would  require  knowledge  not 
only  of  how  much  profit  should  be  allowed  upon  the  current  resold 
to  the  public,  but  also  how  the  profit  should  be  divided  between 
the  two  companies.  This  would  be  an  important  matter  if  we 
were  to  consider  the  relative  interests  of  the  stockholders  of  the 
two  companies,  but,  in  so  far  as  the  relation  of  the  public  and  the 
respondent  is  concerned,  this  question  covers  considerably  more 
ground  than  is  necessary. 

In  arriving  at  a  fair  allowance  for  power,  we  have  taken  into  con- 
sideration the  cost  of  securing  the  power  in  several  different  ways, 
which  may  be  enumerated  as  follows:  (1)  producing  current  at 
the  Watertown  hydraulic  plant  with  steam  reserve  equipment  at 
the  same  place;  (2)  producing  current  entirely  l)y  means  of  a  steam 
plant  at  Watertown;  (.3)  receiving  current  from  the  Kilbourn 
hydraulic  plant  and  using  a  steam  reserve  located  at  Watertown; 
and  (4)  producing  current  at  the  Watertown  hydraulic  plant,  re- 
cei\ing  current  from  the  Kilbourn  plant  and  using  the  steam  plant 
at  ]\Iilwaukee  as  a  reserve.  Of  all  these  methods,  the  last,  which 
is  the  scheme  now  employed,  appears  to  be  the  most  economical,  and 
this  economy  seems  to  be  due,  in  large  measure,  to  the  use  of  the 
Milwaukee  steam  plant  as  a  reserve  for  emergency.  That  the  public 
should  at  least  share  in  such  economy  seems  quite  clear,  for  it  is 
on  account  of  public  interest  and  by  virtue  of  public  authority 
that  monopoly  conditions  are  maintained  under  regulation  in  public 
utility  business.  But,  on  the  other  hand,  it  seems  to  be  required 
also  that  those  who  engage  in  the  business  should  receive  something 
for  effecting  miusual  saving  in  operation.  Otherwise  regulation 
stifles  development  of  efficient  methods  and  processes  which  com- 
petition naturally  promotes.     With  these  facts  in  view,  we  conclude 
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that  under  present  conditions  about  $15,000  should  be  allowed  for 
power,  in  addition  to  fixed  charges  on  the  Watertown  generating 
plant.  This  would  give  a  very  substantial  saving  to  the  puljlic 
and  also  a  fair  profit  to  the  utility. 

Attention  is  called  to  the  fact  that  the  figure  shown  here  as  an 
allowance  for  the  power  furnished  by  the  respondent  rests  upon 
the  value  found  by  the  Commission  for  the  respondent's  present 
plant  as  well  as  upon  the  cost  of  producing  the  power  by  other 
means.  If  other  facts  remain  the  same,  the  proposition  appears 
quite  evident  that  the  allowance  for  power  would  have  to  be  reduced 
accordingly  if  the  investment  value  determined  by  the  Commission 
were  increased;  or  vice  versa. 

COURT  DECISIONS 

CALIFORNIA 

224 — Rate  Regulation. 

PiNNEY  &  Boyle  Co.  v.  Los  Angeles  Gas  &  Electric  Corporation. 
Suit  to  Declare  Void  an  Ordinance  Fixing  Power  Rates.     Decision  of 
the  Supreme  Court  of  California,  Upholding  the  Ordinance.     June 
10,  1914.     141  Pacific  620. 

The  rates  which  the  Pinney  and  Boyle  Company  paid  for  electric  power 
were  increased  by  a  rate-fixing  ordinance  passed  by  the  city  of  Los 
Angeles.  The  power  company  thereupon  refused  to  furnish  service 
longer  at  the  original  contract  rate.  The  consumer  consequently 
brought  this  suit  denying  the  city's  power  to  fix  the  rates  in  question. 

100— Public  Service. 

Appellant  held  that 

furnishing  electricity  for  power  to  be  used  as  plaintiff  was  using  it 
in  its  private  business  is  not  the  performance  of  a  public  service 
which  can  be  regulated  by  the  municipality  but  is  a  private  use 
governed  solely  by  convention  and  agreement  of  the  parties.     .     .     . 

Its  position  is,  in  effect,  that  it  is  the  use  which  the  consumer  makes 
of  the  commodity  furnished  which  constitutes  the  test  as  to  whether 
or  not  the  regulatory  powers  of  boards  and  commissions  in  dealing 
with  public  utilities  may  be  invoked.  Such,  however,  is  not  the  test. 
Generally  speaking,  the  public  utility  can  and  does  have. no  interest 
in  or  control  over  the  commodity  which  it  furnishes  when  it  has  passed 
into  possession  of  the  consumer.  It  is  the  duty  which  the  purveyor 
or  the  producer  has  undertaken  to  perform  on  l)ehalf  of  and  so  owes 
to  the  public  generally,  or  to  any  defined  ])ortion  of  it,  as  the  purveyor 
of  a  commodity  or  as  an  agency  in  the  performance  of  a  service,  which 
stamps  the  purveyor  or  the  agency  as  being  a  pu])lic  service  utility. 
Of  course,  it  is  true  that  if  A  has  erected  a  power  ])lant  and  has  agreed 
to  sell  a  portion  of  his  electricity  to  his  neighbor  B,  he  is  not  devoting 
his  property  to  a  public  service.  But  if  A  shall  have  erected  his 
power  plant  and  shall  have  offered  to  sell  his  power  to  the  whole  or  a 
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defined  portion  of  the  community,  he  is  to  that  extent,  devoting  his 
property  to  a  pubHc  use  and  has  brought  it  within  the  reguhitory 
pohce  i^owers  of  the  State.  This  we  conceive  to  be  not  only  funda- 
mentallv  true,  but  is  the  declared  view  of  this  court  in  Clark  v.  City 
of  Los  Angeles,  160  Cal.  30,  116  Pac.  722. 

No  question  can  exist  as  to  the  power  of  the  city  of  Los  Angeles  in 
the  matter  of  the  regulation  of  such  public  service  corporations.  It 
is  expresslv  conferred  by  Article  1,  Section  2,  subd.  30,  of  the  charter 
of  the  city  of  Los  Angeles.     (Amend.  March  25,  1911). 

224— Rate  Regulation. 

Appellant  asserts  ....  that  the  only  reasonable  use  of  the 
police  power  in  the  matter  of  rate-fixing  is  to  establish  the  maximum 
charge  which  the  public  utility  may  make,  leaving  it  open  to  the  pub- 
lic utility  by  agreement  to  fix  a  less  charge  for  an  individual  consumer. 
The  untenableness  of  this  position,  however,  must  become  apparent 
when  a  moment's  consideration  is  given  to  the  fact  that  one  of  the 
prima r}'  and  most  important  objects  to  be  attained  by  rate  regula- 
tion is  the  prevention  of  discrimination.  It  must  be  quite  clear  that 
to  hold  that  the  rate-fixing  power  goes  no  farther  than  to  name  an 
amount  beyond  which  a  charge  may  not  be  made  leaves  the  utmost 
room  for  abuse  by  way  of  favoritism  and  discrimination  within  that 
limit.  It  is  in  practical  effect,  a  denial  of  the  existence  of  the  rate- 
fixing  power  itself.  Moreover,  while  the  public  utility  is  bound  to 
render  the  service  or  furnish  the  commodity,  an  individual  member 
of  the  public  is  not  compelled  to  accept  the  service  or  use  the  commod- 
ity. If  he  does  so,  it  is  conclusively  held  that  his  act  is  an  acceptance 
of  the  rate  fixed  and  that  he  may  not  thereafter  contest  the  reason- 
ableness of  the  rate.  Brooklyn  Union  Gas  Co.  v.  City  of  New  York, 
188  N.  Y.  334,  81  N.  E.  14 1".  15  L.  R.  A.  (N.  S.)  763,  117  Am.  St. 
Rep.  868;  Griffith  v.  Vicksburg  Waterworks  Co.,  88  Miss.  371,  40 
South  1011,  8  Ann.  Cas.  1130.  This  salutary  rule  applies  with  pe- 
culiar force  to  the  condition  existing  in  Los  Angeles,  where  the  charter 
itself  provides  that  any  person  interested  in  the  rate-fixing  may  file 
his  objections  and  be  given  a  hearing  thereon  before  final  action. 
Charter  of  Los  Angeles,  Section  155,  Subd.  2;   Amend,  of  1911. 

244 — Rehearings  and  Appeal. 

The  appellant  held  further  that 

the  provision  of  the  ordinance  making  the  maximum  and  minimum 
rate  the  same  and  at  the  same  time  denying  consumers  the  right 
which  it  gives  to  the  producer  to  apply  for  a  change  or  reduction  of 
rate  is  unconstitutional  and  void. 

[The]  period  of  stability  and  repose  fixed  by  this  ordinance  is  one 
year.  The  consumer  had  an  opportunity  to  be  heard  l^efore  the  rate 
was  finally  fixed.  The  provision  allowing  the  public  utilities  to  pe- 
tition for  a  reduction  of  the  rate  is  one  as  clearly  designed  for  the 
benefit  of  the  consumer  as  of  the  company  itself.  No  want  of  equal 
protection  of  the  law  is  here  shown.     Quite  different  would  be  the 
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case  if  the  company  were  allowed  to  petition  for  an  increase  of  rate 
during  the  life  of  the  ordinance  without  an  opportunity  to  the  con- 
sumer to  be  heard  upon  the  question  of  its  maintenance,  or  reduc- 
tion. It  appears  clear,  therefore,  that  the  contention  that  the  appel- 
lant is  denied  the  equal  protection  of  the  law  under  the  charter  and 
ordinance  here  under  consideration  is  unfounded. 


REFERENCES 
RATES 

614— Heating  and  Cooking. 

Cooking  Load  in  London.     Electrical  Review,  \  page,  August  1,  1914, 

p.  205. 

Figures  are  given  to  show  the  progress  made  by  the  Marylebone  and  West  Ham 
mimicipal  electricity  departments  in  increasing  the  use  of  electricity  for  heating, 
cooking  and  other  domestic  uses. 

450 — Value  of  the  Service. 

Announcement  Extraordinary.  Article  and  Editorial,  The  Isolated 
Plant,  1|   pages,  August,  1914,  p.  10  and  p.  7. 

The  Rate  Research  Committee  Report  for  1914  is  discussed.  Basing  rates  for 
electric  current  on  the  value  of  the  service  to  the  user  is  held  not  to  be  different 
from  charging  an  automobile  user  who  is  not  dependent  on  street-car  service  a 
one-cent  fare,  and  charging  a  working-man  who  is  dependent  upon  the  service  a 
five-cent  fare.  It  is  said  that  it  is  true  that  a  recommendation  is  made  that  no 
service  shall  be  supplied  below  cost,  but  the  principle  boldly  declared — blazoned 
in  fact  and  publicly  announced — is  that  rates  shall  be  based  on  possible  compe- 
tition by  a  private  user.  It  is  alleged  that  this  theory  has  been  really  the  basis 
of  the  rates  of  the  public  utility  companies  all  along,  but  heretofore  the  repre- 
sentatives of  these  companies  have  sedulously  endeavored  to  conceal  the  fact  under 
guise  of  sucvh  statements  as  "the  small  consumers  cost  far  more  to  supply  than  the 
large  ones,"  or  "on  account  of  impossibility  of  storage  of  electricity  sliort-hour 
users  should  pay  more  than  long-hour  users."  The  editorial  states  that  "it  would 
appear  that  the  piratical  brig  has  come  out  from  behind  the  Island  of  Subterfuge 
and  run  up  her  true  colors,"  and  is  accompanied  by  a  cartoon  representing  the 
Rate  Research  Committee  as  hoisting  a  pirate's  flag. 

600— Rate  Differentials. 

Discussion  on  Equitable  Rates.  Held  before  the  Annual  Aleeting 
of  the  Wisconsin  Gas  Association.  The  Gas  Age,  1  page,  August  1, 
1914,  p.  12.5. 

In  discussing  the  amount  of  charges  to  be  borne  by  the  small  consumer,  Com- 
missioner Halford  Erickson  spoke  as  follows:  "In  the  thousands  of  rates  which 
I  have  made  and  which  the  commission  has  made,  there  is  not  yet  one  case  whei-e 
we  have  had  the  courage  to  make  the  short-hour  user  pay  all  he  should.  The 
result  therefore  is  that  we  make  a  lower  rate  for  the  short-hour  user  than  he  should 
have  and  a  higher  one  for  the  long-hour  user  than  he  should  bear;  but  there  have 
been  so  many  conditions — outside  conditions — surrounding  the  situatiou,  that  it 
has  not  been  deemed  advisable  to  jnit  each  consumer  as  yet  upon  ciuite  the  projjcr 
basis.  The  time  when  they  can  be  put  on  the  proper  basis  probably  never  will 
come  until  the  plants  themselves  will  take  hold  of  the  rate  problem  and  explain  it 
thoroughly  to  their  own  customers.  As  it  is  now,  there  are  very  few  customers 
anywhere  who  seem  to  really  understand  the  problem,  who  really  know  that  each 
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of  them  should  bear  their  respective  proportion  of  tlie  demand  expense  and  of  the 
customers  expense  and  of  the  output  expense.  It  is  expenses  divided  on  this  basis 
that  you  have  to  cover,  of  which  each  customer  should  bear  his  share.  Not 
thinking  it  advisable  as  yet  to  charge  the  short-hour  user  his  full  share  of  all  the 
costs,  we  aim  to  make  rates  under  which  he  is  made  to  bear  his  share  of  the  operat- 
ing expenses,  including  depreciation,  and  at  least  something  for  interest  and 
profits.  The  bulk  of  the  fixed  charges,  therefore,  have  to  be  borne  by  the  long- 
hour  users.  Some  time  in  the  future  we  can  probably  get  down  to  the  proper  baais, 
but  when  we  do,  it  will  be  through  better  education." 

410— Cost  of  Service. 

Maximum  Length  of  Profitable  Ride  in  Boston.  Article  and 
Editorial,  Electric  Railway  Journal,  1  page,  August  1,  1914,  p.  206, 
and  p.  193. 

In  connection  with  a  report  upon  transportation  conditions  within  the  Boston 
metropolitan  district  submitted  to  the  last  Legislature,  the  Massachusetts  Public 
Service  and  Boston  Transit  Commissions,  sitting  as  a  joint  board,  filed  an  ap- 
pendix discussing  the  maximum  length  of  profitable  ride  on  the  Boston  Elevated 
Railway  system.  The  board  recognizes  that  the  determination  of  this  question 
does  not  admit  a  general  answer,  being  dependent  upon  certain  assumptions,  but 
it  works  out  the  case  for  Boston  on  the  supposition  that  the  average  passenger 
rides  two-thirds  of  the  length  of  each  half  round  trip.  The  board  arrives  at  the 
conclusion  that  a  5-cent  fare  will  permit  a  4-mile  ride  for  each  passenger  and  just 
cover  operating  expenses,  interest  and  depreciation.  The  appendix  treating  the 
question  is  given  in  abstract  form. 

INVESTMENT  AND  RETURN 

395 — Proceedings  of  Technical  Associations. 

Ohio  Electric  Light  Association,  Twentieth  Annual  Convention, 
Cedar  Point,  July  21-24.  Electrical  Reviev,  7  pages,  August  1,  1914. 
p.  229;  Electrical  World,  3  pages,  August  1,  1914,  p.  218. 

An  account  is  given  of  the  proceedings  of  the  convention  including  abstracts 
and  discussions  of  the  following  reports  and  papers:  Report  of  the  Committee 
on  Insurance,  Rei)ort  of  Committee  on  Illumination;  Meter  Committee  Report; 
Report  of  the  Electrical  Transmission  Committee;  Report  of  the  Committee  on 
Accounting;  "Power  Service,"  by  J.  H.  Mitchell;  "Municipal  Ownership,"  by 
H.  J.  Gonden  (see  5  R.\te  Research  303) ;  Report  of  the  Committee  on  Electric 
Vehicles;  Report  of  the  Committee  on  New  Business;  "Indeterminate  Franchises," 
by  Halford  Erickson  (see  5  Rate  Research  302) . 

PUBLIC  SERVICE  REGULATION 

132 — Protection  from  Competition. 

Competition  not  Wanted  at  Helfna,  INIontana.  Public  Service,  | 
page,  August,  1914,  p.  58. 

That  the  public  is  awakening  to  the  injury  of  competitive  public  utilities  was 
demonstrated  at  a  special  election  called  recently  at  Helena,  Mont.,  to  vote  on  a 
proposition  to  give  a  franchise  to  a  competitive  electric  light  plant.  By  a  decisive 
vote,  Helena  taxpayers  determmed  that  they  did  not  want  a  competing  electric 
light  plant  in  this  city.  The  franchise  which  was  asked  for  by  the  Standard 
Engineering  Corporation  failed  to  carry  by  a  vote  of  530  to  336.  The  officials  of 
the  Standard  Engineering  Corporation,  and  those  who  opposed  them  started 
out  with  many  automobiles  rounding  up  taxpayers  to  carry  them  to  the  polling 
booths. 
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200— Public  Service  Regulation. 

Regulation.  Editorial,  Journal  of  Electricity,  Power  and  Gas,  July 
25,  1914,  p.  86. 

The  results  of  regulation  of  public  utility  rates  by  the  various  methods  which 
have  been  tried — competition,  direct  regulation  by  legislative  bodies,  public 
o\vnership,  and  commission  regulation — are  outlined.  It  is  held  that  the  last 
is  the  most  satisfactory  of  these  methods.  It  is  stated  that  efficient  public  service 
commissions  have  been  established  in  nearly  every  state  of  the  Union,  the  com- 
missioners are  men  of  high  character  and  great  determination  (though  lacking 
in  knowledge  of  engineering,  the  basis  of  every  public  service),  the  companies 
are  cleaning  house,  even  to  the  extent  that  the  sins  of  the  directors  are  being 
visited  upon  the  stockholders  unto  the  third  and  fourth  generation,  and  the 
public  should  do  their  part  in  fairl}^  and  patiently  waiting  the  outcome  of  this 
brave  attempt  to  establish  harmony. 

112.1 — Indeterminate  Permits. 

The  Indeterminate  Franchise  or  Permit,  by  Halford  Erickson. 
Portion  of  an  Address  before  the  Ohio  Electric  Light  Association,  July 
24,  1914.     Electrical  Review,  ,3  pages,  August  1,  1914,  p.  224. 

The  paper  treats  of  some  of  the  more  essential  features  of  the  indeterminate 
franchise  as  it  obtains  in  Wisconsin.  Attention  is  called  to  the  fact  that  the 
Wisconsin  indeterminate  permit  may  be  said  to  be  the  outcome  of  the  efforts 
that  had  been  made  from  time  to  time  to  find  some  franchise  or  permit  for  public 
utilities  to  operate  under  that  would  go  further  in  i)rotecting  public  interest  and 
in  stimulating  private  initiative  than  any  of  the  existing  franchises.  There  is 
an  analysis  of  the  history  of  the  Wisconsin  indeterminate  law;  of  the  arguments 
for  and  against  the  indeterminate  form  of  franchise;  and  of  the  factors  in  the  law 
which  tend  to  protect  the  public  and  to  promote  its  convenience  and  welfare. 
Certain  objections  which  have  of  late  been  raised  against  both  the  indeterminate 
permit,  and  public  convenience  and  necessity  and  other  provisions  in  the  Wiscon- 
sin public-utility  law,  ranging  from  the  monopoly  features  of  these  laws  to  their 
effect  upon  local  regulation  and  mimicipal  owiiership,  are  considered.  It  is  held 
that  the  law  accomplishes  the  prevention  of  economic  waste,  and  security  of 
investment,  and  at  the  same  time  preserves  to  the  public  adequacy  of  service 
and  reasonableness  of  rates. 

The  remaining  half  of  this  address  is  to  be  given  in  the  next  issue  of  the  Electrical 
Review. 

MUNICIPALITIES 

840 — Public  Operation. 

Inefficiency  and  Extravagance  in  Municipal  Operation.  Electric 
Railway  Journal.  1|  pages,  August  1,  1914,  p.  210. 

Extracts  from  a  lecture  delivered  by  Logan  (J.  McPherson  at  .Johns  Hoi)kins  Uni- 
versity, are  quoted.  The  statement  is  made  that  a  public  regulatory  body, 
especially  an  appointed  commission  of  the  type  now  exemplified  by  the  Interstate 
Commerce  Commission  and  by  the  railroad  and  i)ublic-service  commissions  of 
the  many  States,  is  far  less  responsive  to  political  influence  tlian  is  a  legislative 
body  whose  meml)ers  are  elected  for  short  terms  and  who  persistently  seek  re- 
election. 8uch  a  body  may  be  an  efficient  critic  and  censor  of  the  conduct  of  a 
business  organization,  although  its  own  organization  be  defective  and  poorly 
administered.     With  proper  authority  it  can  bring  pressure  to  bear  ui)on  those 
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actually  charged  with  the  administration  of  business  organizations  that  will 
cause  them  to  remedy  abuses  such  as  a  political  organization  would  have  great 
difficulty  in  remedying  within  its  own  ranks.  It  is  pointed  out  that  under  govern- 
ment ownership  it  is  almost  inevitable  that  the  tremendous  voting  power  of  the 
railway  employees  would  cause  their  votes  to  be  sought  by  politicians  with 
various  i)romises  of  increases  in  pay  and  easier  working  conditions;  that  the  per- 
sonnel in  the  railways  would  be  practically  the  same,  but  responsibility  for  their 
performance  would  rest  ultimately  with  government  officials  elected  by  the  people, 
instead  of  with  officers  owing  their  positions  to  their  efficiency  and  retaining  their 
positions  only  so  long  as  their  efficiency  continues. 

840 — Public  Operation. 

Robbing  Peter,  by  H.  J.  Gonden.  Address  Deli\ered  before  the 
1914  Convention  of  the  Ohio  Electric  Light  Association  at  Cedar 
Pomt,  July  23,  1914.     Public  Service,   2\  pages,  August,  1914,  p.  37. 

The  weaknesses  of  public  operation  are  pointed  out.  It  is  said  that  investors 
in  a  municipal  plant  are  not  required  to  depend  upon  efficiency  in  management 
for  the  security  of  their  principal  and  interest — they  may  depend  solely  upon  the 
taxing  powers  of  the  municipality.  Investors  in  so-called  privately  owned  utili- 
ties have  no  taxing  powers  of  a  municipality  to  secure  their  principal  and  interest, 
and  they  must  necessarily  depend  upon  efficiency  and  economj'  in  management. 
Nearly  all  of  them  are  anxious  to  show  that  the  "departments  under  their  control 
are  economically  successful,  and  under  such  circumstances  a  practice  of  misrep- 
resentation and  deceit  in  official  reports  has  become  general.  Very  few  official 
reports  show  proper  charges  for  interest,  sinking  fund  and  damages,  and  fewer 
still  present  the  items  of  lost  taxes,  administration  salaries,  office  rent,  legal 
services,  etc.  An  unprinted  report  of  Dabney  H.  Maury  on  the  Chicago  Water 
\yorks  System,  pointing  out  the  inefficiency  and  extravagance  of  its  management, 
is  discussed.  Figures  are  given  to  show  that  many  of  the  municipal  plants  in  Ohio 
are  failures.  It  is  asserted  that  the  political  demagogues  who  cry  loudest  "let 
the  jjcople  rule,"  are  the  very  ones  who  want  to  rule  the  people;  who  want  to 
regulate,  by  legislative  theories,  every  business.  The  most  necessary  work  of 
the  present' is  to  inform  the  people  of  the  actual  economic  conditions  existing  so 
that  they  will  not  be  so  easily  misled  by  demagogic  politicians  and  sensation 
mongeriiig  newspapers  into  such  wasteful  and  extravagant  activities  as  the  political 
control  and  management  of  utility  properties  has  proved  to  be. 

800 — Municipalities . 

Mayor  Blankenburg  Appoints  Utility  Experts.  Electrical  World, 
August  1,  1914,  p.  216  and  p.  213:  Electric  Railway  Journal,  I  page, 
August  1,  1914,  p.  226. 

With  the  approval  of  his  co-workers,  including  the  Mayors  of  New  York,  Chicago, 
Cleveland  and  other  cities,  Mayor  Blankenburg  of  Philadelphia  on  .July  23  ap- 
pointed eight  men  of  nation-wide  prominence  as  members  of  the  Board  of  Trustees 
of  the  National  Bureau  of  Public  Utilities  Research.  This  body  was  suggested 
by  ^klayor  Blankenburg  to  the  heads  of  other  cities  in  this  country  as  a  means 
for  assisting  in  the  eflforts  of  cities  to  obtain  lower  rates  from  lightmg,  trans- 
portation and  other  public  utilities.  The  men  selected  and  their  qualifications 
are   given. 

The  editorial  in  the  Electrical  World  states  that,  able  as  the  membership  of  the 
board  is,  it  is  not  experienced  in  the  problems  of  public  utilities.  It  cannot  under- 
take successfully  a  work  of  research  of  the  properties  until  it  has  an  acquaintance 
with  them.  It  will  need  competent  assistants.  The  appointment  of  Mr.  Brandeis 
does  not  give  assurance  that  the  movement  will  be  void  of  spectacular  political 
features.  Only  he  can  say  whether  he  will  make  use  of  the  methods  that  effect- 
ively advertised  his  work  against  the  railroads.  It  would  be  unjust  to  condemn 
the  movement  in  advance  of  its  real  inauguration  and  before  the  lines  of  its  activ- 
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ities  can  be  determined.  The  bureau  is  designed  to  represent  only  the  cities. 
There  is  a  distinct  difference  between  representation  of  the  people  of  the  cities 
and  representation  of  the  mayors  of  the  cities.  In  the  one  case  the  bureau  will 
protect  the  rights  of  consumers,  investors  and  employees;  in  the  other  there  is 
a  very  serious  danger  that  it  will  be  used  to  promote  the  political  fortunes  of 
officeholders. 

840— Public  Operation. 

Cleveland's  New  Municipal  Electric  Plant:   Selling  Electricity 

AT  A  Three-cent  Maximum  Rate.     Engineering  A^ews,  3f  pages,  July 

30,  1914,  p.  258. 

The  possibilities  of  the  success  of  Cleveland's  experiment  in  selling  electric  cur- 
rent at  a  maximum  rate  of  3  cents  per  kilowatt-hour  is  discussed.  It  is  said  that 
it  may  seem  on  the  face  of  the  figures  that  the  low  rates  of  1  cent  to  2  cents  per 
kilowatt-hour  for  current  to  large  users  would  result  in  a  loss;  but  the  cost  to  be 
figured  against  such  consumers  is  chiefly  the  station-operating  cost,  since  these 
customers  use  current  at  a  time  when  the  station  and  distribution  system  would 
otherwise  be  idle.  The  cost  of  distribution  to  such  consumers  also  is  generally 
very  small.  Of  course,  only  the  test  of  final  experience  will  determine  what 
will"  be  the  average  cost  for  the  current  sold,  and,  of  course,  this  average  price 
must  be  in  excess  of  the  1.96  cents  found  to  be  the  average  cost  of  current  delivered 
to  make  the  new  municipal  plant  a  financial  success. 

830— Public  Ownership. 

City  Ownership  Failures.  State  Capitol  Record,  Olympia,  Wash- 
ington, \  page,  July  18,  1914,  p.  7. 

According  to  this  article,  Seattle's  Port  District  has  proven  a  lamentable  failure. 
Hundreds  of  thousands  of  dollars  of  taxpayers'  money  has  been  expended  to 
produce  no  benefit.  The  Seattle  Municipal  Railway  seems  doomed  to  a  like 
fate  and  yet  political  agitators  are  urging  further  mimicipal  ownership. 

The  privilege  of  owning  and  operating  a  municipal  street  car  system  will 
cost  the  taxpayers  of  Seattle  $36,397.25  next  year,  according  to  an  estimate 
furnished  the  finance  committee  of  the  city  council  by  Superintendent  of  Public 
Utilities,  A.  L.  Valentine.  This  estimate  is  filed  in  order  that  the  tax  budget 
committee  may  provide  for  any  deficiency  by  direct  taxation.  However,  it  is 
not  expected  that  the  losses  of  the  street  car  system  will  figure  in  the  tax  levy 
next  year,  but  that  the  recently  adopted  plan  of  borrowing  from  other  funds  will 
be  followed  as  long  as  there  are  any  such  funds  available,  rather  than  to  make  a 
levy  for  the  purpose  of  operating  street  cars.  But  borrowing  will  of  necessity 
be  only  temporary  and  finally  the  tax  levy  will  be  required  to  carry  the  load 
accumulated  by  delays  in  making  up  the  deficits  annually.  Valentine's  figures 
are  based  on  the  operation  of  the  city  system  for  the  last  two  months,  and  show 
that  in  his  opinion  the  operation  of  the  line  will  cost  for  next  year  $72,397.25. 
The  sum  of  $39,733.23  represents  salaries  alone;  $13,500  is  for  interest  on  the  bonds 
from  which  Division  A  was  constructed,  $14,850  for  electrical  power  and  $1,255 
for  the  vacations  of  emploves.  The  total  revenues  of  the  system  are  estimated 
at  $36,000. 

830— Public  Ownership. 

Floodwood  Power  to  be  Supplied  at  Low  Rates  to  Athens.  Elec- 
trical Review,  -j  page,  August  1.  1914,  p.  214. 

Particvilars  arc  given  in  regard  to  an  arrangement  mnde  between  the  Central 
Power  Company,  which  is  building  a  large  electric  power  plant  at  the  coal  miiu\s 
at  Floodwood,  Ohio,  and  the  City  of  Athens.  Ohio.  The  city  will  discontinue 
the  use  of  its  municipal  plant  and  purchase  current,  since  the  rates  offered  by 
the  company  are  lower  than  those  ofiferod  by  the  municipal  plant,  and  the  plant 
itself  was  inadequate  for  the  city's  needs. 
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COMMISSION  DECISIONS 

MISSOURI 

300 — Investmsnt  and  Return. 

Complaint  v.  SpRiNciFiELD  Gas  and  Electric  Company,  Application 
of  the  Compan>^  for  Rehearing  of  Order  Fixing  Rates.  Decision  of  the 
Missouri  Public  Service  Commission,  Dismissing  the  Application. 
July  30,  1914. 

The  respondent  company  applied  for  a  rehearing  of  the  order  of  the 
Commission  fixing  rates  (see  5  Rate  Research  211). 

The  Commission  denied  the  motion  for  a  rehearing  without  making 
any  further  statement  on  the  case.  Commissioner  Wm.  F.  Woerner, 
however,  issued  a  dissenting  opinion  as  follows: 

On  reconsideration  of  this  case  I  entertain  grave  doubt  whether, 
all  things  considered,  we  have  allowed  the  defendant  electric  company 
a  sufficient  valuation  and  an  adequate  return,  and  I  dissent  from 
the  order  overruling  the  motion  for  a  rehearing. 

INTERSTATE  COMMERCE  COMMISSION 

300 — Investment  and  Return. 

The  Five  Per  Cent  Case,  Investigation  by  the  Interstate  Commerce 
Commission  in  re  Rote  Increases  in  Official  Classification  Territory. 
Decided  July  29,  1914. 

Before  taking  up  the  matters  to  be  considered  in  railroad  rate  making 
the  Commission  discusses  the  "relations  of  the  carriers  and  the  public" 
bringing  out  a  number  of  points  which  are  interesting  in  connection 
with  the  regulation  of  public  service  companies  in  general. 

100— Public  Service. 

As  long  ago  as  the  seventeenth  century  Lord  Chief  Justice  Hale 
announced  the  principle  that  when  one  devotes  his  property,  as  for 
example,  a  ferry,  to  the  common  use  of  all  the  king's  subjects  passing 
that  way  and  upon  a  common  charge  for  the  service,  it  becomes  a 
thing  of  public  interest  and  therefore  ought  to  be  subject  to  public 
regulation.  De  Jure  Maris,  1  Harg.  Law  Tracts  6.  This  rule  of  the 
common  law  underlies  practically  all  our  constitutional  and  legis- 
lative provisions  respecting  connnon  carriers;  and  it  is  now  firmly 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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settled,  both  by  the  courts  and  through  legislation  that  railroads, 
although  constructed  with  private  capital,  are  public  highways 
subject  to  public  control.  In  constructing  and  maintaining  such  a 
highway  under  public  sanction  the  railroad  company  really  performs 
a  function  of  the  state.  Olcott  v.  Supervisors,  16  Wall.,  678,  694; 
L.  &  N.  R.  R.  Co.  V.  Kentucky,  161  U.  S.,  677,  696;  L.  S.  &  M.  S.  Ry. 
Co.  V.  Ohio,  173  U.  S.,  285,  302.     .     .     . 

300— Investment  and  Return. 

The  decision  points  out  that  governmental  agencies  have  in  many 
instances  donated  rights  of  way,  and  have  otherwise  aided  railway 
companies  by  contributions  of  funds,  by  issuing  bonds,  or  by  guar- 
anteeing the  bonds  of  such  companies. 

Nevertheless  the  great  burden  of  creating  these  avenues  of  com- 
munication and  transportation  has  been  borne  by  private  investors; 
and  not  infrequently  they  have  ventured  their  capital  in  such  enter- 
prises by  extending  through  undeveloped  territories  lines  that  at 
the  time  offered  little  prospect  of  substantial  returns  for  many  years 
to  come.     .     . 

The  common  carriers  are  responsible  to  the  public  for  furnishing  safe 
and  adequate  service  at  reasonable  rates. 

On  the  other  hand,  we  can  not  doubt  that  the  policy  of  inviting  and 
authorizing  the  performance  of  this  public  function  by  privately 
owned  companies  involves  obligations  on  the  part  of  the  public  to 
the  owners  of  these  properties.     Those  who  invest  their  funds  in 
railroad  shares  are,  of  course,  charged  with  the  responsibility  of 
securing   for   their    properties    honest   and    capable    management. 
Investors  in  railroad  securities,   like  investors  in   other  securities, 
must  bear  the  consequences  of  dishonesty  or  inefficiency  on  the 
part  of  those  selected  to  manage  the  properties.     No  one  could 
reasonably  contend  that  the  public  should  pay  higher  transportation 
rates  because  once  prosperous  properties — like  the   New   Haven, 
the  Chicago  &  Eastern  Illinois,  the  Alton,  the  Frisco,  or  the  Cin- 
cinnati, Hamilton  &  Dayton — may  now  be  in  need  of  additional 
funds  as  a  consequence  of  mismanagement.     Investors  in  railroad 
securities  must  also  take  the  risk  of  those  errors  of  judgment  which 
not  infrequently  attend  even  the  careful  management  of  enterprises 
conducted  for  profit.     But  they  should  likewise  be  permitted  to 
enjoy  fully  the  profits  which  naturally  flow,  under  a  reasonable  scale 
of  rates,  from  the  exercise  of  good  judgment,  integrity  and  efficiency 
in  the  management  of  such  properties.     While  the  right  to  demand 
a  higher  rate  may  be  denied  when  the  existing  charge  is  reasonable, 
even  though  the  particular  carrier  may  ])e  in  need  of  additional 
earnings,  so  a  carrier  may  be  entitled  to  a  higher  rate  for  a  particular 
service  because  the  existing  rate  is  unreasonably  low,  although  the 
carrier   may   not    be   in    need    of    additional    revenues. 
(Railroad  Commissioners  of  Iowa  v.  I.  C.  R.  R.  Co.,  20  I.  C.  C, 
181,  186). 
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340 — Rate  of  Return. 

Many  railroad  investments  in  this  country  are  exceedingly  profitable 
to  their  owners.  In  common  justice  the  investors  in  such  properties 
are  entitled  to  share  in  the  general  prosperity  and  to  enjoy  the  just 
rewards  of  their  foresight  and  wisdom  so  long  as  the  ratqs  exacted 
are  reasonable.  It  is  not  only  consistent  with  a  national  policy  that 
invites  the  private  ownership  of  railroads  that  there  should  be  a 
liberal  return  on  a  particular  railroad  investment,  when  the  property 
has  been  wisely  planned  and  honestly  constructed  and  is  efficiently 
managed ;  but  the  full  development  of  that  policy,  as  well  as  j  ustice, 
requires  that  such  a  return  should  be  made.  The  public  interest 
demands  not  only  the  adequate  maintenance  of  existing  railroads, 
but  a  constant  increase  of  our  transportation  facilities  to  keep  pace 
with  the  growth  and  requirements  of  our  commerce.  If,  however, 
the  development  is  to  be  accomplished  with  private  capital,  in 
conformity  with  our  traditions,  nothing  can  be  more  certain  than  that 
the  facilities  will  not  be  provided  except  under  such  a  system  of 
regulation  as  will  reasonably  permit  a  fair  return  on  the  money 
invested. 

The  public  owes  to  the  private  owners  of  these  properties,  when  well 
located  and  managed,  the  full  opportunity  to  earn  a  fair  return  on 
the  investment;  and  the  carriers  owe  to  the  public  an  efficient 
service  at  reasonable  rates.  This  fundamental  doctrine  has  been 
recognized  by  the  Commission  in  the  performance  of  its  duties.  The 
proceeding  before  us  may  therefore  be  described  as,  in  some  sense, 
a  controversy  between  the  consuming  public  which  pays  the  rates, 
and  the  investor  who  furnishes  the  facilities  for  moving  the  freight; 
and  our  duty  is  to  ascertain  from  the  record  before  us  what  are  their 
respective  rights.     .     .     . 


NEW  JERSEY 
788— Service  Rules. 

Complaint  of  Max  Taub  v.  Public  Service  Electric  Company, 
Based  on  Refusal  to  Furnish  Service.  Decision  of  the  New  Jersey  Board 
OF  Public  Utility  Commissioners,  Dismissing  the  Complaint.  May 
19,  1914. 

The  Conipany  refused  service  because  of  the  failure  of  the  complainant 
to  provide  for  the  gromidmg  of  secondaries  of  transformers  inside  his 
premises  as  required  by  the  Company's  rule.  The  decision  reviews 
expert  testimony  in  regard  to  the  grounding  of  secondaries  of  trans- 
formers, the  object  of  grounding,  objections  to  grounding,  methods  of 
grounding,  and  the  preferred  method. 

The  Board  states  that  after  extended  investigation  the  Board  entered 
an  order  effective  January  1,  1914,  putting  into  operation  "Rules, 
Regulations  and  Recommendations  for  Electrical  Supply  Utilities  and 
for  all  Utilities  Owning  or  Using  Poles  and  Wires." 
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This  order,  which  is  still  in  effect,  provides  among  other  things  that — 

"XIV.  The  rules  contained  in  the  1913  edition  of  the  National 
Electric  Code  regarding  grounding  of  secondaries  are  hereby  adopted 
for  all  new  connection.    ..." 

The  order  is  general.  The  rule  laid  down  by  it  is  applicable  to  all 
companies  under  the  jurisdiction  of  the  Board. 

The  rules  contained  in  the  1913  edition  of  the  National  Electric  Code 
regarding  grounding  of  secondaries,  and  adopted  by  the  Board  are 
found  in  S'^ction  15.  In  so  far  as  they  are  pertinent  they  are  set  forth 
in  the  decision  and  the  Board  finds  that  the  Company's  rule  is  in 
accord  with  the  order  of  the  Board. 

It  is  urged  by  the  complainant  that  the  cost  of  the  inside  ground 
wire  should  be  borne  by  the  Company,  and  not  by  the  consumer. 
In  considering  the  complaints  of  Fernando  W.  Meyer  and  Joseph 
McBride,  the  Board  concluded  that  the  house  wiring  included  the 
running  of  the  inside  ground  wire,  and  the  cost  thereof  should  con- 
sequently be  borne  by  the  consumer.  The  present  record  discloses 
no  reason  for  changing  this  conclusion. 

The  Board  also  considers  the  question  as  to  the  necessity  of  securing 
the  consent  of  the  municipality  where  the  grounding  is  made  by  inside 
connection  to  water  pipes.     The  opinion  is  expressed  that: 

since  the  connections  proposed  to  be  made  are  to  be  made  to  service 
pipes  which  are  the  property  of  the  owner  of  the  premises,  and  not 
of  the  City,  the  City  has  no  authority  to  grant  permission  to  make 
such  connections;  and  that,  if  the  City  has  such  authority,  the  au- 
thority is  vested  in  the  Mayor  and  Council  of  the  City,  and  not  in 
the  Board  of  Water  Commissioners.    .    .    . 

In  the  judgment  of  the  Board  the  making  of  the  connection  does  not 
require  that  the  consent  of  the  municipality  be  obtained. 

The  service  pipe' is  part  of  the  house  plumbing.  The  municipality 
is  in  nowise  responsible  for  it. 

If  the  connection  made  to  it  cannot  detrimentally  affect  the  system 
of  the  municipality  it  is  difficult  to  perceive  how  it  concerns  the 
municipality. 

361 . 5— Electrolysis . 

The  possible  detrimental  effects  of  making  such  connections  ujjon  the 
City's  system  through  the  action  of  electrolysis  was  considered.  Expert 
opinion  is  quoted  as  follows: 

"Alternating  current,  of  a  frequency  as  is  used  for  electric  light  and 
power  for  buiklings  in  Hoboken,  *  *  *  is  current  which  reverses  in 
direction  one  hundred  and  twenty  times  every  second.  When  such 
a  current  flows  between  an  iron  pipe  and  surrounding  soil,  there  is 
only  a  neglible  effect  from  electrolysis."    .... 

"  *  *  *  the  practice  has  been  followed  in  so  many  places  without 
any  case  of  injury  to  the  water  pipes  being  detected  that  objections 
of  this  sort  can  easily  be  shown  to  b(>  unreasonable." 
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The  National  Electrical  Code  (ed.  1913),  too,  contains  this  note 
(p.  29): 

"Companies  and  Departments  in  charge  of  water  works  are  urged  to 
allow  the  attaching  of  ground  wires  to  their  piping  system  in  full 
confidence  that  the  integrity  of  such  piping  system  will  not  in  any 
way  be  affected,  whatever  may  be  the  normal  voltage." 

After  full  consideration  of  the  case,  the  Board  dismissed  the  complaint. 


COURT  DECISIONS 
NEW  YORK 

617 — Breakdown  or  Auxiliary  Service. 

People  ex  rel.  Perceval  v.  Public  Service  Commission  for  First 
District,  et.  al.  Certiorari  to  Review  a  Decision  of  the  Commission 
That  the  New  York  Edison  Company  Need  Not  Furnish  Certain 
Auxiliary  Service.  Decision  of  the  New  York  Supreme  Court,  Ap- 
pellate Division,  First  Department,  Reversing  the  Commission's 
Decision.     July  10,  1914.     148  N.  Y.  Supp.  583. 

The  history  of  the  case  and  the  Commission's  decision  was  given  in  o 

Rate    Research    291.     The    Court    holds    that 

the  company's  reasons  for  refusing  to  furnish  electrical  current  to 
the  relator  are  untenable,  and  that  the  restrictive  clause  which  it 
insists  in  inserting  in  its  contracts,  and  to  which  relator  objects, 
is  contrary  to  public  policy  and  invalid  and  constitutes  in  no  proper 
sense  a  reasonable  regulation  respecting  the  use  of  the  service  which 
relator  demands.    .    .    . 

129.3— Refusal  of  Service. 

The  p]dison  Company  is  a  public  service  corporation  holding  a  fran- 
chise from  the  state,  and  enjoying  by  reason  of  its  public  characert 
certain  valuable  privileges  not  usually  accorded  to  a  private  individual 
or  corporation  for  its  own  individual  benefit,  not  the  least  of  which 
is  the  right  to  use  the  public  streets  and  highways  for  carrying  its 
conduits.  Having  undertaken  to  perform  a  public  service  and  ac- 
cepted special  privileges  in  consideration  of  such  undertaking,  it  is 
bound  to  serve  impartially  every  member  of  the  community  who  de- 
mands its  service  and  stands  ready  to  pay  therefor  and  to  comply 
with    ]iroper   and    reasonable    regulations   respecting   such    service. 

Gibbs  V.  Baltimore  Gas  Co.,  130  U.  S.  396,  9  Sup.  Ct.  553,  32  L.  Ed. 
979;  Cent.  N.  Y.  Tel.  &  Tel.  Co.  v.  Averill,  199  N.  Y.  128,  92  N.  E. 
206,  32  L.  R.  A.  (N.  S.)  494,  139  Am.  St.  Rep.  878.  Not  only  is  the 
company  under  this  obligation  at  common  law,  but  it  is  expressly 
required  by  statute  to  furnish  electricity  for  lighting  upon  the  appli- 
cation of  the  occupant  of  any  building  or  premises  within  one  hundred 
feet  of  its  main  or  wires,  as  it  is  conceded  that  relator's  premises  are. 

Section  62.  Transportation  Corporation  Law.     The  same  duty  is 
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imposed  by  section  65  of  the  Public  Service  Commissions  Law.  As 
was  said  by  the  Supreme  Court  of  the  United  States  of  a  pubhc 
service  company: 

It  "must  render  the  service  for  which  it  obtained  its  charter  to  those 
within  reach  of  its  facihties  without  distinction  of  persons."  Con- 
sumers' Company  v.  Hatch,  224  U.  S.  19,  32  Sup.  Ct.  465,  56  L. 
Ed.  703. 

It  is  urged  by  the  company,  and  apparently  agreed  l^y  the  commis- 
sion, that  the  company  in  any  event  is  not  obliged  to  furnish  electric- 
ity for  power  and  refrigerating  purposes.  This  contention  is  based 
upon  the  language  of  section  62  of  the  Transportation  Corporation 
Law,  above  cited,  which  refers  only  to  the  furnishing  of  electricity 
for  lighting  purposes.  In  our  opinion,  however,  the  company's  duty 
to  furnish  service  does  not  rest  upon  the  statute  alone,  but  upon  the 
common-law  obligation  as  a  public  service  corporation  which  requires 
it  to  serve  impartially  every  member  of  the  community.  It  may  be 
that,  if  it  did  not  undertake  to  furnish  electricity  for  power  purposes 
to  any  one,  it  could  not  be  coerced  to  do  so.  Upon  that  question  we 
express  no  opinion.  It  does,  however,  profess  and  undertake  to 
furnish  electric  current  for  power  purposes,  and  this  it  does  by  virtue 
of  its  franchise  as  a  i^ublic  service  company.  So  professing  and  un- 
dertaking, it  cannot  arbitrarily  pick  and  choose  whom  it  will  serve 
and  whom  it  will  not.    ... 

580 — Terms  and  Conditions. 

It  is,  of  course,  the  rule  that  such  a  corporation  may  establish  reason- 
able regulations  respecting  the  use  of  the  service  which  it  proposes  to 
furnish,  and  each  customer  requiring  the  service  is  called  upon  to 
comply  with  such  regulations.  In  our  opinion,  however,  the  require- 
ment that  a  consumer  must  take  all  of  its  electricity  from  one  com- 
pany, or  receive  none  at  all,  is  not  in  any  proper  sense  a  regulation 
respecting  the  use  of  the  service,  liut  is  a  purely  arbitrary  attempt 
on  the  part  of  the  company  to  insure  to  itself  a  monopoly  of  furnish- 
ing electrical  current.  If  the  company  can  lawfully  decline  to  furn- 
ish any  current  to  this  rel'ator  because  he  also  proposes  to  oljtain 
electricity  from  a  neighbor  (not  a  competing  company)  it  can  e(]ually 
well  refuse  to  furnish  electrical  current  to  a  consumer  who  himself 
generates  a  part  of  the  current  which  he  uses.  Such  a  limitation 
upon  the  company's  obligation  Vv'ould,  as  it  seems  to  us,  be  quite 
unreasonable.  An  exclusive  clause  similar  in  purport  and  intention 
to  the  one  insisted  upon  by  the  defendant  company  was  severely  con- 
demned upon  grounds  of  public  policy  in  Cent.  N.  Y.  Tel.  &  Tel. 
Co.  V.  Avei'ill,  supra. 

615.1— Limited  Hour  Service. 

An  attempt,  not  thoroughly  successful,  was  made  before  the  Public 
Service  Connnission  to  cstal)lish  the  fact  that  relator  sought  to  use 
the  company's  current  only  during  those  hours  that  it  would  be  most 
expensive  to  produce  it.     If  that  be  so.  the  situation  could  be  readily 
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met  by  estal^lishing  a  rate  for  such  service;  but  it  is  probably  not  so, 
for  it  surely  must  be  that  a  very  large  proportion  of  the  Company's 
customers  use  electricity  only  at  night  and  not  at  all  in  the  daytime, 
and  yet  no  one  would  say  that  it  would  be  reasonable  for  the  company 
to  refuse  to  furnish  current  unless  the  customers  would  undertake  to 
use  it  during  the  whole  24  hours  of  each  day. 


REFERENCES 
RATES 

611.1 — Residence  Lighting. 

Dealing  With  the  Small  Consumer.  Editorial,  Electrical  World, 
Augusts,  1914,  p.  263. 

The  problem  of  the  small  consmner  is  discussed.  There  is  a  consideration  of  the 
relative  merits  of  meter  and  current-limiting  device  systems.  It  is  said  that  the 
last  word  has  certainly  not  been  said  either  on  the  meter  or  the  current-limiting 
device.  The  growth  of  business  among  small  consumers  is  bound  to  bring  im- 
provements which  will  lessen  the  cost  of  both.  Where  the  central  station  chooses 
one  or  the  other  scheme  of  operation  to  increase  its  business,  it  must  make  an 
effective  campaign  for  cheap  wiring,  preferably  with  payment  on  the  instalment 
plan,  so  as  to  make  a  definite  fixed  addition  to  the  monthly  bill,  which  will  not 
fall  heavily  on  even  the  smallest  consumer  if  meters  are  used.  The  main  point  is 
to  render  as  simple  as  simple  as  possible  the  reading  and  billing,  perhaps  uniting 
in  one  man  the  meter  reader  and  the  bookkeeper.  This  result  is  well  worth  obtain- 
ing as  part  of  the  general  program  of  making  electric  service  a  necessity  rather 
than  a  luxury  and  bringing  it  close  to  all  members  of  the  community,  rich  and  poor 
alike. 

410 — Cost  of  Service. 

Electricity  in  Drainage  Pumping.  Electrical  World,  3  pages,  August 
8,  1914,  p.  275. 

The  advantage  of  electric  drive  for  the  removal  of  water  from  agricultural  lands 
is  discussed.  Tables  are  given  showing  data  on  first  cost,  and  operating  expenses 
of  steam  and  motor  driven  pumping  stations  used  for  draining  such  lands  along 
the  Illinois  and  Mississippi  Rivers.     The  article  is  illustrated. 

410— Cost  of  Service. 

Cost  of  Gas  and  Electric  Lighting  Compared.  Electrical  World, 
I  page,  August  8,  1914,  p.  285. 

Tables  are  given  showing  the  comparative  costs  of  gas  and  electric  lighting  on 
the  basis  of  equivalent  illumination  in  a  large  American  city,  where  the  price  of 
gas  is  80  cents  net,  and  the  price  of  electricity  10,  5  and  3  cents  net. 

INVESTMENT  AND  RETURN 

395 — Proceedings  of  Technical  Associations. 

Meeting  of  Massachusetts  Electric  Lighting  Association.  Elec- 
triccd  Review,  1-|  pages,  August  8,  1914,  p.  281. 

The  annual  report  of  the  executive  committee  of  the  association  is  abstracted. 
It  gives  a  comprehensive  resume  of  legislation  proposed,  enacted  ancl  defeated, 


314  5        Rate     Research 


which  has  come  before  the  General  Court  of  Massachusetts  at  its  session  lately 
adjourned.  Nothing  seriously  detrimental  was  enacted.  A  number  of  bills  on 
the  subject  of  municipal  owaiership  were  introduced,  but  did  not  pass.  A  bill 
authorizing  the  city  of  Brockton  to  establisli  a  municipal  plant  failed  of  enactment. 
The  following  bills  were  rejected:  Providing  that  no  electric  current  shall  be  sold 
"at  a  price  less  than  the  total  cost  of  production;"  that  a  minimum  price  for  elec- 
tricity sold  to  the  City  of  Boston  shall  not  exceed  the  lowest  price  charged  to  any 
other  corporation  or  person  in  said  city;  that  no  company  shall  allow  anj'  discount 
or  rebate  proportioned  on  the  number  of  years  for  which  a  contract  shall  be  in 
effect,  and  that  the  rates  to  any  mimicipality  shall  not  be  varied  because  of  the 
length  of  time  for  which  the  contract  is  made.  Several  bills  to  require  that 
duplicate  readings  of  meters  be  furnished  to  customers  resulted  in  an  act  which 
provides  that  on  recjuest  a  record  of  readings  be  given  customers.  A  bill  to  re- 
duce the  minimum  charge  for  electric  meters  from  $9  to  .$5  a  year  was  rejected 
after  passing  one  branch,  also  a  bill  which  required  all  electric  light  wires  to  be 
placed  underground  before  January  1,  1916.  A  bill  for  the  burying  of  wires  in 
Chicopee  was  referred  to  the  next  session  of  the  Legislature.  By  an  act,  which  was 
shorn  of  its  original  objectionable  features,  the  City  of  New  Bedford  was  required 
to  bury  its  wires.  The  most  important  measure  was  the  legislation  initiated  two 
years  ago,  to  revise  and  codify  the  laws  relating  to  the  manufacture,  transmission 
and  sale  of  gas  and  electricity,  and  to  bring  hydroelectric  companies  under  the 
same  regulation  as  that  provided  for  the  lighting  companies. 

315 — Intangibles. 

Recent  Developments  in  Public  Service  Regulation,  by  L.  R: 
Nash.     Sto7ie  mid  Webster,  2h  pages,  August,  1914,  p.  132. 

This  summarizes  the  important  developments  in  some  of  the  principles  involved 
in  the  valuation  of  public  utilities  during  the  past  year.  Special  attention  is  drawn 
to  the  rulings  on  going  value  in  the  Public  Service  Gas  Company  case  (see  3  Rate 
Research,  394),  and  the  Kings  County  Lighting  Co.  case  (see  5  R.ate  Research, 
19),  and  to  the  United  States  Supreme  Court  ruling  on  water  rights  in  the  San 
Joaquin  Case  (see  5  Rate  Research,  137,  252). 

330 — Capitalization. 

Cost  of  Money  to  Public  Utilities,  by  Henry  Dearborn,  Jr.  Cham- 
berlain's, 2|  pages,  July,  1914,  p.  44. 

The  factors  affecting  the  cost  of  money  to  public  utility  corporations  are  consid- 
ered. It  is  pointed  out  that  in  the  majority  of  the  states,  probably  in  all  of  those 
where  public  utilities  are  regulated,  the  law  compels  constant  expansion  of  facili- 
ties and  a  corresponding  increase  in  investment.  It  is  held  that  public  utility 
corporations  should  be  permitted  to  earn  a  reasonable  return  upon  the  stock- 
holders' investment,  and  considering  the  hazards,  that  return  should  be  at  least 
as  much  as  the  average  earning  capacity  of  the  national  banks  of  the  coimtry,  or 
between  nine  and  ten  per  cent. 

310— Valuation. 

Following  the  Crowd  in  the  Valuation  of  Public  Utilities,  by 
Louis  L.  Tribus.  Communication  to  the  Enqincering  News,  1  page, 
August  6,  1914,  p.  310. 

The  foolishness,  in  making  valuations,  of  following  any  sets  of  rules  or  precepts 
or  court  declarations,  without  first  giving  a  very  tiiorough  study  and  analysis  to 
the  particular  case  that  may  be  under  consideration  is  emphasized.  It  is  jiointed 
out  that  valuations  are  for  three  main  purposes:  (1)  To  secure  for  a  community 
the  control  of  a  privately  owned  utility  at  a  |)rice  reasonable  to  the  public  and  just 
to  the  owner;  (2)  To  secure  for  the  public  rates  for  service  rendered,  that  shall 
be  as  low  as  possible,  yet  yield  a  fair  business  return  upon  the  capital  invested  and 
brains  used  for  management;  (3)  To  establish  a  value  upon  which  just  taxes  shall 
be  levied. 
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To  some  extent,  if  the  "signs  of  the  times"  do  not  change  their  indication  of  strong 
Socialistic  tcndonc'es,  siniihir  jiolicics  will  soon  obtain  concerning  other  i)rivate 
enterprises  that  deal  with  commodities  which  have  become  necessities  for  public 
use. 

The  formulation  of  valuation  rules  is  educational;  the  more  that  api)raisal  prob- 
lems are  studied,  analyzed  and  described  in  detail,  the  better  for  law  and  engineer- 
ing, and  the  better  for  clients.  But  those  making  valuations  should  beware  of 
being  sheep. 

300— Investment  and  Return. 

The  Springfield  (Mo.)  Rate  Decision.  Stone  and  Webster,  3^  pages, 
August,  1914,  p.  92. 

According  to  this  editorial,  the  recent  Springfield  decision  is  a  matter  of  wide- 
spread interest  as  containing  judgments  wholly  at  variance  with  established 
business  principles  and  opposed  to  the  fundamental  conceptions  of  equity — judg- 
ments which,  should  they  become  general,  could  have  no  other  effect  than  of  di- 
minishing the  prosperity  of  the  whole  American  people.  The  Commission's 
action  with  regard  to  the  rate  of  return,  the  value  of  the  auxiliary  steam  plant, 
and  holding  company  expenses,  is  criticised.  It  is  said  that  by  means  of  holding 
companies,  local  companies  get  the  best  perspective  on  their  operations,  the  best 
judgment  in  the  handling  of  their  affairs,  the  best  engineering  skill,  lower  prices 
in  purchasing  their  materials  than  they  could  otherwise  obtain,  better  credit 
and  lower  rates  when  borrowing  money,  larger  confidence  among  investors  when 
seeking  to  obtain  new  capital,  and  innumerable  other  advantages. 

300— Investment  and  Return. 

Springfield  (Mo.)  Company  Asks  for  Rehearing  of  Rate  Order. 
Electrical  World,  1  page,  August  8,  1914,  p.  268. 

The  grounds  on  which  the  company  is  applying  for  a  rehearing  are  outlined.  The 
decision  is  declared  to  be  in  violation  of  the  constitutions  of  the  United  States 
and  Missouri.  Although  an  administrative  body,  the  commission,  it  is  stated, 
exercised  judicial  powers.  The  value  of  $300,000  placed  on  the  property  of  the 
electrical  department  is  questioned;  the  fair  and  reasonable  present  value  is  shown 
by  the  evidence  to  be  largely  in  excess  of  that  sum.  The  company  also  declares 
that  the  commission  refused  to  value  for  rate-making  purposes  a  large  part  of  the 
property  owned  and  used  in  the  electric  service.  The  various  points  in  the  Com- 
mission's valuation  of  the  property,  on  which  the  company  takes  issue,  are  re- 
viewed. 


PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation. 

Development  Throttled  in  Missouri.  Electric  Railway  Journal, 
1-4  page,  August  8,  1914,  p.  272. 

In  a  speech  before  the  Commercial  Club  of  .Jefferson  Citj',  Missouri,  William  B. 
Mckinley,  President  of  the  Illinois  Traction  System,  stated  that  Alissouri's 
laws  affecting  corporations  act  almost  as  a  complete  bar  to  the  building  of  an 
interurban  electric  system.  He  cited  especially  the  statute  providing  that  not 
more  than  10  i)er  cent  of  the  stock  of  a  Missouri  corporation  can  he  held  by  a  foreign 
corporation,  and  the  public  service  law.  lie  stated  also  that  people  are  deterred 
from  putting  their  money  into  a  utility  corporation  with  all  its  uncertainties  if 
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they  are  restricted  to  6  per  cent  dividends,  if  they  win,  and  nothing  at  all  if  they 
lose.  Why  invest  money  in  an  untried  and  uncertain  proposition  when  substantial 
loans  upon  lands  return  the  investor  from  6  per  cent  to  7  per  cent  on  his  money. 

200 — Public  Service  Regulation. 

Results  of  Public  Utility  Regulation  in  California.  Electric 
Railway  Journal,  1-3  page,,  August  8,  1914,  p.  260. 

The  question  "Does  regulation  hurt  business?"  was  discussed  by  John  M.  Eshle- 
man,  president  of  the  California  State  Railroad  Commission,  before  the  Chamber 
of  Commerce  of  San  Francisco  on  July  31.  Figures  were  quoted  to  show  that 
there  had  been  a  greater  development  of  public  utility  enterprises  since  the  com- 
mission had  received  jurisdiction  over  stock  and  bond  issues  (March  23,  1912), 
than  during  any  other  period  of  equal  length  in  the  history  of  the  State.  The 
Commission's  policy  in  the  matters  of  competition  and  rate-making  is  discussed. 
It  is  said  that  a  public  utility  is  monopolistic  in  its  nature,  as  it  deals  directly  with 
the  individual.  Alone,  the  individual  is  powerless.  Simple  justice  requires  that 
the  State  provide  a  tribimal  to  control  the  relations  between  the  public  utility 
and  the  individual  patrons.  It  is  pointed  out  that  jurisdiction  over  public  utili- 
ties should  embrace  the  regulation  of  rates,  service  and  finances,  and  that  the 
question  is  no  longer  "Does  regulation  hurt  business?"  but  has  now  become  "Shall 
it  be  regulation  or  shall  it  be  public  ownership?" 

224 — Rate  Regulation. 

The  Railroad  Rate  Case.  Chamherlain^s,  \  page,  July,  1914,  p.  57; 
Engineering  and  Contracting,  |  page,  August  5,  1914,  p.  33. 

A  brief  analysis  is  given  of  the  questions  involved  in  the  case  and  of  the  com- 
mission's decision. 

224 — Rate  Regulation. 

The  Shreveport  Rate  Case.     Chamberlain's,  1  page,  July,  1914,  p.  25. 

The  decision  of  the  Supreme  Court  in  the  Shreveport  case  is  said  to  be  merely  one 
step  more  toward  "the  inevitable  goal,  the  control  of  the  railroads  by  one  supreme 
authority."  The  history  of  the  case  and  the  chief  points  in  the  decision  are  given 
briefly. 

200 — Public  Service  Regulation. 

The  Interest  of  the  Banker  in  State  Regulation,  by  Parker  S. 
Williams.  Abstract  of  an  address  before  the  Pennsylvania  Bankers' 
Association,  June  27,  1914.  Electric  Railway  Journal,  2-3  page, 
August  8,  1914,  p.  251. 

One  fact  which  makes  applying  the  public  service  law  less  simple  than  might  be, 
is  that  regulation  enters  the  field  when  public  service  corporations  are  in  full 
swing.  Their  stocks  and  bonds  have  been  issued  and  outstanding  for  years — some- 
times too  generously  issued  perhaps,  but  generally  in  accordance  with  law  as  it 
existed  prior  to  the  limitations  of  to-day.  Many  of  these  enterprises  were  financed 
on  bonds  issued  at  a  discount,  with  a  bonus  of  stock  thrown  in.  On  the  one  hand 
there  are  utility  companies  so  floated,  asking  connnissions  to  fix  rates  to  provitle  a 
return  on  the  face  value  of  all  those  securities;  on  the  other,  some  connnissions  are 
disposed  to  restrict  the  rates  to  a  bare  return  on  the  actual  cost  of  the  physical 
plant.  Something  fair  between  these  extremes  must  be  determined.  Certainly 
the  old  method  of  financing  was  necessary  to  some  extent.  Within  certain  limits 
it  was  legal,  and  even  if  the  speculative  element  which  seemed  essential  to  make 
the  proposition  attractive  in  the  past  is  now  cut  out,  the  readjustment  should  not 
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be  done  in  such  a  way  as  to  put  necessary  and  efficient  utilities  into  bankruptcy. 
Regulation  in  the  end,  when  the  companies  know  how  to  deal  with  it,  and  the  com- 
missions know  how  to  deal  with  it,  unquestionably  is  going  to  make  it  possible" 
for  the  companies  to  raise  money  on  a  better  basis.  Speculative  value  is  not 
necessary  for  the  future.  Regulation  is  preferable  to  speculative  conditions, 
assuming  that  regulation  is  worked  out,  and  that  it  takes  into  account  all  the 
elements  of  value  and  all  the  questions  that  enter  into  the  operation  of  utilities. 
We  are  not  ready  for  state  or  municipal  operation  of  many  of  our  public  utilities. 
Facts  and  experiences  as  to  the  character  of  service  and  the  cheapness  of  service 
by  private  operation  compare  too  favorably  with  the  results  of  management  cap- 
able of  being  affected  by  politics. 

224 — Rate  Regulation. 

The  Railway  Rate  Decision.  Engineering  News,  |  page,  August  6, 
1914,  p.  327. 

The  conclusions  of  the  decision  of  the  Interstate  Commerce  Commsission  on  the 
petition  of  the  railways  in  the  territory  east  of  Chicago  to  advance  their  freight 
rates  an  average  of  5%,  are  briefly  summarized.  It  is  characterized  as  "one  of 
the  most  important  decisions  ever  handed  down  by  the  Commission."  The  Com- 
mission's suggestion  that  railways  should  sell  all  the  properties  they  now  hold 
that  they  cannot  use  for  transportation  purposes  is  said  to  be  a  plain  intimation 
that  the  operating  expenses  of  railways  are  being  increased  in  some  cases  through 
the  existence  of  graft  in  connection  with  the  purchase  of  supplies  of  the  acquire- 
ment of  property.  That  there  is  some  groimd  for  this  assertion  recent  investiga- 
tions have  proved.  The  Commission  announces  that  it  is  itself  conducting  an 
independent  investigation  of  this  matter.  The  most  important  point  in  the  whole 
decision  is  the  explicit  recognition  of  the  Commission  that  the  railways  are  entitled 
to  charge  rates  high  enough  to  earn  a  fair  return  on  the  capital  invested,  provided, 
of  course,  that  the  properties  are  honestly  and  efficiently  managed. 

112.1 — Indeterminate  Permits. 

The  Indeterminate  Franchise  or  Permit,  by  Halford  Erickson. 
Portion  of  an  address  before  the  Ohio  Electric  Light  Association,  July 
24,  1914.     Electrical  Review,  3  pages,  August  8,  1914,  p.  283. 

The  first  part  of  Mr.  Erickson's  address  abstracted  from  last  week's  Electrical 
Review,  is  referred  to  in  5  R.\te  Rese.\rch  302. 

This  portion  of  the  paper  deals  with  the  effect  of  the  indeterminate  form  of  fran- 
chise on  amortization  and  other  special  charges;  with  the  status  of  the  munici- 
pality under  the  indeterminate  permit;  and  with  the  effect  of  the  indeterminate 
permit  upon  municipal  o\\^lership.  It  is  pointed  out  that  under  a  system  of  limited 
franchises  of  20,  30  or  40  years,  such  as  largely  prevailed  in  Wisconsin  prior  to  the 
adoption  of  the  public-utility  law,  with  its  indeterminate-franchise  feature,  a  pub- 
lic ratemaking  body  would  be  bound  in  adjusting  the  rates  of  a  particular  utility 
to  consider  the  length  of  its  franchise,  and  to  make  some  provision  for  a  fund  during 
the  remainder  of  the  franchise  period  which  would  care  for  its  possible  destruction 
by  the  termination  of  such  franchise  period.  By  granting  an  indeterminate  fran- 
chise subject  to  certain  conditions  until  the  property  involved  is  taken  over  at  a 
fair  price,  amortization  charges  become  unnecessary.  By  making  such  permit 
exclusive  during  good  behavior,  adequate  service  at  reasonable  rates  can  be  much 
more  easily  enforced.  It  is  pointed  out  that  one  of  the  common  criticisms  of  the 
present  method  of  state  regvdation  of  utilities  in  Wisconsin  is  that  under  the  in- 
determinate permit  cities  are  shorn  of  their  power  to  control  their  local  utilities. 
This  criticism  is  grounded  upon  ignorance  of  the  provisions  of  the  utility  law,  as 
well  as  of  the  powers  which  cities  could  exercise  under  the  old  franchise  condi- 
tions. An  analysis  is  given  to  show  that  quite  the  contrar}^  of  the  assumption 
underlying  this  criticism  is  true;  that  the  powers  of  municipalities  over  local  util- 
ities are  greater  now  than  they  were  in  the  earlier  franchise  period.     With  refer- 
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ence  to  the  effect  of  the  indeterminate  permit  or  municipal  ownership  it  is  said 
that  the  taking  over  of  a  utility  is  so  important  a  step  that  it  is  not  likely  to  be 
taken  merely  because  the  machinery  for  doing  so  has  been  made  less  complicated. 
The  question  of  whether  the  utilities  will  be  taken  over  by  the  municipalities  is 
much  more  dependent  upon  the  attitude  of  the  public,  the  municipality's  financial 
condition,  the  way  in  which  the  existing  utility  is  managed  or  ojierated,  and  upon 
whether  there  is  in  existence  an  effective  and  prompt  system  of  regulation,  than 
upon  the  machinery  and  processes  by  which  the  transfers  are  made.  Under  such 
regulation  the  service  is  likely  to  be  better  and  the  cost  of  operation  lower  under 
private  than  under  municipal  operation.  When  everything  has  been  said,  how- 
ever, the  fact  remains  that  the  indeterminate  permit  as  a  form  of  franchise  affords 
more  protection  to  both  the  public  and  the  utilities  than  any  of  the  various  kinds 
of  franchises  by  which  it  was  preceded.  In  connection  with  the  public-utility 
laws  as  a  whole  it  constitutes  a  sj^stem  of  regulation  that  under  existing  condi- 
tions appears  to  be  more  in  line  with  public  interest  and  to  lead  to  more  equitable 
results  to  all  concerned  than  any  system  of  regulation  with  which  we  have  so  far 
had  any  experience. 

200 — Public  Service  Regulation. 

House  Passes  Water  Power  Bill.  Electrical  World,  I  page,  August 
8,  1914,  p.  265. 

The  provisions  of  the  Adamson  bill,  relating  to  the  construction  of  dams  across 
navigable  streams,  which  was  passed  by  the  House  of  Representaives  on  August  4, 
are  outlined. 

200 — Public  Service  Regulation. 

The  Attack  on  Public  Utility  Regulation.  Stone  and  Webster,  2h 
pages,  August,  1914,  p.  90. 

Reference  is  made  to  the  attack  of  the  Minnesota  Home  Rule  League  on  regulation 
in  Wisconsin,  and  to  the  declared  intention  of  the  democratic  and  republican  par- 
ties in  Idaho  to  amend  the  Idaho  public  service  law.  It  is  said  that  this  country 
embarked  upon  public  regulation  in  the  greatest  haste,  with  admittedly  scant 
deliberation  of  the  points  involved.  Gradually  the  policy  has  been  invested 
with  some  sort  of  order  and  system,  with  a  measure  of  balanced  regard  for  all  the 
different  interests  involved,  but  only  in  the  end  to  be  confronted  with  the  danger 
of  being  disrupted.  Laws  have  been  framed  by  the  National  and  State  govern- 
ments for  the  regulation  of  public  utility  companies,  and,  under  the  conditions 
prescribed  by  these  laws,  great  amounts  of  capital  have  been  invested.  A  radical 
change  in  the  character  of  the  laws  is  bound  to  create  a  feeling  in  the  minds  of  those 
investing  the  capital  that  their  money  has  been  obtained  under  false  representa- 
tions. 

MUNICIPALITIES 

830— Public  Ownership. 

Toledo  Municipal  Ownership  Ordinance  Carried.  Electric  Rail- 
way Journal,  1-G  page,  August  8,  1914,  p.  272. 

The  results  of  the  election  at  which  Toledo  voted  for  municipal  ownership  arc 
given.  The  Toleclo  Railways  &  Light  Company  made  no  stand  against  the  ordi- 
nance. This  is  in  accord  with  the  policy  that  has  been  followed.  The  officials 
desire  that  the  people;  shall  thoroughly  understand  the  necessities  of  the  city  and 
the  recjuircments  imposed  on  the  c()m])any,  so  that,  once  settled,  the  present  cjues- 
tion  will  remain  settled.  The  ordinance  merely  expresses  the  will  of  the  electors 
who  cast  their  votes,  and  does  not  carry  with  it  authority  to  issue  bonds.  Anol  lier 
election  will  be  necessary  on  the  bond  proposition,  a  two-thirds  vote  being  then 
required. 
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820— State  Regulation  of  Municipal  Utilities. 

Home  Rule  and  State  Regulation.  Editorial,  Electrical  Review, 
August  8,  1914,  p.  259. 

The  opposition  to  State  regulation  by  advocates  of  home  rule  is  fliscusscd.  It  is 
said  that  if  the  principle  of  Commission  regulation  is  accepted,  it  is  evident  that 
the  idea  of  home  rule  is  applicable  only  in  the  case  of  local  utilities  in  communities 
of  exceptional  size.  In  smaller  commimities  the  expense  of  maintaining  a  body  of 
men  who  shall  devote  their  time  to  investigation  and  study  of  utility  questions 
would  be  prohibited,  and,  moveover,  such  men  would  not  have  enough  to  do  to 
fully  occupy  their  abilities  and  energies.  The  local  regulation  of  such  utilities 
as  railroads  which  operate  in  more  than  one  community  is  not  at  all  feasible. 
There  is  a  consideration  of  the  relative  success  of  regulation  of  utilities  by  cities 
before  state  regulation  began.  The  effect  of  the  indeterminate  permit  upon 
mimicipal  regulation  is  discussed. 

810— Municipal  or  Local  Regulation  of  Utilities. 

Seventeenth  Annual  Report,  Department  of  Gas  and  Elec- 
tricity, City  of  Chicago,  1913.     Pamphlet,  115  pages. 

This  Board  possessed  certain  regulatory  powers  up  to  1914.  The  report  gives  the 
details  of  the  cit3''s  electric  light  rate  investigation,  culminating  in  the  Palmer 
report  (see  3  R.^te  Research  118);  and  of  the  contention  aroused  over  the 
rate  which  the  city  pays  the  Sanitary  District  for  street  lighting  (see  5  Rate 
Rese.\rch  158). 

810 — Municipal  or  Local  Regulation  of  Utilities. 

Home  Rule  Agitation  in  Washington.  Electric  Railway  Journal, 
1-8  page,  August  8,  1914,  p.  273. 

The  City  Commission  of  Tacoma,  Wash.,  favors  home  rule  as  regards  its  public 
utilities,  and  has  approved  a  motion  of  Commissioner  of  Finance  Atkins,  to  write 
representatives  of  other  cities  to  confer  with  the  Tacoma  Commissioners.  Mr. 
Atkins  is  quoted  as  having  said:  "The  Public  Service  Commission  is  a  public 
service  nuisance.  It  voted  against  our  law  hitting  at  strap-hanging  on  street 
cars,  and  it  prevents  the  city  from  regulating  the  public  service  corporations  as 
they  should  be.  There  is  no  reason  why  140  persons,  mostly  farmers,  in  the 
House  of  Representatives,  should  pass  laws  that  will  prevent  cities  of  100,000  or 
more  ruling  themselves.  When  the  State  Public  Service  Commission  com'^s  'uto 
a  city  like  Tacoma  and  tries  to  tell  the  city  what  it  shall  and  shall  not  do  in  regu- 
ating  its  street  railway  traffic,  it  is  time  a  halt  was  called.  What  ic  three  men 
lown  at  Olympia  know  about  our  local  conditions  that  they  should  trv  to  regulate 
ds?" 

830— Public  Ownership. 

Minority  Report  on  the  Crosser  Bill.  Electric  Railway  Journal, 
1-4  page,  August  8,  1914,  p.  254. 

The  minority  report  on  the  Grosser  Bill,  providing  for  municipal  ownership  of 
street  railways  in  the  District  of  Columbia,  is  discussed.  The  report  criticises 
both  the  princij)le  and  the  details  of  the  bill.  In  speaking  of  the  latter,  it  says 
that  while  the  bill  provides  for  the  purchase  of  the  existing  roads  by  condemnation, 
nothing  is  said  in  the  bill  about  the  way  in  which  the  value  of  the  roads  is  to  be 
obtained,  an  omission  which  clearly  indicates  general  carelessness  and  complete 
lack  of  business  acumen  on  the  part  of  the  framers  of  the  bill.  It  also  says  that 
no  datti  were  presented  to  the  committee  as  to  the  probable  amount  of  the  award. 
The  District  Commissioners  are  also  criticised  for  their  "blind  enthusiasm  in 
advocating  the  general  principles  of  municipal  ownership,"  as  well  as  their  "gross 
carelessness  in  studying  the  structure  of  the  bill."  The  committee  believes  the 
House  of  Representatives  is  entitled  to  more  efficient  service. 
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GENERAL 

140 — Relations  of  Corporations  With  Each  Other. 

Preliminary  Report  of  the  Department  of  Public  Service  Upon 
Interlocking  Control  of  Public  Utilities  in  the  City  of  Chicago, 
by  Montague  Ferry,  Commissioner.  July  1,  1914.  Pamphlet,  9 
pages. 

The  City  Council  on  June  15  ordered  the  Commissioner  of  Public  Service  of  the 
City  of  Chicago  to  present  a  report  showing  the  capitalization,  earnings,  o-mier- 
ship  and  inter-relationship  of  the  street  and  elevated  railway,  telephone,  gas  and 
electric  light  and  power  companies  operating  in  the  City  of  Chicago.  The  report 
includes  a  chart  showing  that  a  comparatively  few  men — notably  Samuel  Insull, 
Henry  A.  Blair  and  John  J.  Mitchell — occupy  controlling  positions  in  the  gas,  elec- 
tric, street  and  elevated  railway  companies.  The  report  discusses  the  relation  of 
the  utilities — the  power  contract  between  the  Commonwealth  Edison  Company 
and  the  elevated  railways,  and  the  natural  competition  between  the  gas  and  elec- 
tric utilities.  It  asserts  that  there  are  no  facts  to  indicate  that  advantage  has 
been  taken  of  the  close  relationship  of  the  companies,  but  suggests  that  such  ad- 
vantage might  be  taken.  There  is  a  discussion  of  the  question  of  consolidations. 
The  advantage  of  monopoly  and  economic  wastefulness  of  competition  is  consid- 
ered. It  is  said  that  in  approaching  the  problems  of  public  utility  regulation,  it 
seems  desirable  to  clearly  distinguish  between  consolidations  which  are  in  obedi- 
ence to  the  natural  law  of  economics,  which  requires  that  industry  be  so  organized 
as  to  obtain  the  greatest  value  in  product  at  a  given  expenditure  in  capital  and 
labor  and  what  may  be  called  artificial  monopolies,  organized  under  the  law  or  in 
an  evasion  of  the  law  to  do  away  with  competition  to  resist  regulation  and  to  exact 
more  than  a  fair  equivalent  for  what  is  given.  The  one  should  be  encouraged — the 
other,  so  far  as  can  be,  made  impossible.  The  importance  of  an  effective  system 
of  rate  and  service  regulation  arises  from  the  fact  that  most  consolidations  have  a 
justification  on  economic  grounds  and  being  formed  seek  the  advantages  which 
come  from  monopoly  and  from  the  control  in  a  few  hands  of  a  large  capital. 

770— Safety  of  Service. 

Safety  First:  A  Symposium,  Presented  at  the  Tenth  Annual  Con- 
vention of  the  Southwestern  Electrical  and  Gas  Association,  Galveston, 
Texas,  May  20-23,  1914.     Pamphlet,  34  pages. 

This  S3anposium,  discussing  safety  of  service  from  the  viewpoint  of  virtuall.v  all 
kinds  of  public  utilities  and  of  the  public  and  the  press,  has  been  published  in 
pamphlet  form  by  the  Southwestern  Electrical  and  Gas  Association.  The  follow- 
ing papers  are  included: 

Safety  First  from  the  Operating  Side,  by  R.  T.  Sullivan. 
Safety  First:   the  Electric  Light  and  Power  Side,  by  F.  N.  Lawton. 
Safety  First  from  the  Gas  Company  Side,  by  F.  L.  Weisser. 
Safety  First  from  the  Claim  Department  Side,  by  H.  W.  Withers. 
Safety  First  from  the  Side  of  the  Public,  by  H.  T.  Warner. 

112 — Franchises. 

The  Kansas  City  Franchise,  by  Phillip  J.  Kealy.  Electric  Railway 
Journal,  21  pages,  August  8,  1914,  p.  255. 

In  this  communication  to  the  Electric  Railway  Journal,  Mr.  Kealy,  engineer 
for  the  receivers,  challenges  Delos  F.  Wilcox'  criticisms  of  the^  new  Kansas  City 
franchise  (see  5  Rate  Research  287). 
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Vol.  5 Chicago,  August  19,  1914 No.  21 

For  statement  of  facts  and   opinions   contained  in   papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

PITTSBURG,  PENNSYLVANIA 

720— Rate  Schedules. 

Schedule  of  Rates  of  the  Duquesne  Light  Company  for  Electric  Service 
in  Pittsluirjrh  and  Surroundinji  Municipalities,  Effective  July  1,  1914. 

RESIDENCE  LIGHTING 

Schedule  A. 

Rate : 

11  cents  per  kilowatt-hour  for  current  consumed. 

Prompt  Payment  Discount: 

1  cent  per  kilowatt-hour  on  bills  paid  within  ten  days  from  date. 

Minimum  Charge. 

50  cents  for  the  first  fifteen  lamp  outlets  or  less,  and 
25  cents  additional  for  each  ten  additional  lamp  outlets. 

Lamp  Service: 

Carbon  lamp  renewals  in  8,  16  or  32  C.  P.  sizes  are  furnished  free  of  charge. 


Schedule  B. 
Rate. 

Demand  Charge. 

15  cents  per  month  for  each  room  and  main  hall  on  first  floor,  and 

5  cents  per  month  for    each  room  on  upper  floors,  bath  rooms  and  halls 
excepted  and 

2  cents  for  each  lamp  outlet  in  excess  of  ,50. 

In  apartment  houses,  bed  rooms  and  bath  rooms  shall  be  considered  as 
upper  floor  rooms,  and  all  other  rooms  and  halls  shall  be  considered  as  first 
floor  rooms. 

Energy  Charge. 

G  cents  i)er  kilowatt-hour  for  current  consumed. 

Prompt  Payment  Discount. 

1  cent  per  kilowatt-hour  on  bills  ])aiil  within  ten  da\-s  from  date. 

Minimum  Charge. 

Contracts  under  this  schedule  will  not  be  made  for  a  fixed  service  charge  of 
less  than  65  cents  per  month. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Lamp  Service. 

Carbon  lamj)  renewals  in  S,  16  or  32  C.  P.  sizes  are  furnished  free  of  charge. 

Schedule  C. 

Controlled  Flat  Rate. 
Rate. 

1.1  cents  per  month  per  watt  of  demand. 

Prompt  Pasrment  Discount. 

.1  cent  per  watt  of  demand  on  bills  paid  within  ten  days  from  date. 

Minimum  Charge. 

Contracts  will  not  be  written  for  less  than  100  watts  nor  more  than  2,.500  watts 
demand. 

The  Company  will  install  an  instrument  to  limit  the  customer's  demand  to 
that  contracted  for. 


RETAIL  LIGHT  AND  POWER. 
Rate. 

The  rates  range  from  11  cents  to  8  cents  per  kilowatt-hour,  with  a  1  cent  prompt 
payment  discount  for  payment  within  ten  days  when  certain  monthly  amounts 
are  guaranteed,  depending  on  the  kilowatt  demand  of  from  1  to  1.5  kilowatts: 
6^  cents  to  5  cents  per  kilowatt-hour  wnth  a  J  cent  prompt  payment  discount 
when  certain  monthly  amoimts  are  guaranteed,  depending  on  the  kilowatt 
demand  of  from  1  to  15  kilowatts,  and  4j  cents  to  2j  cents  per  kilowatt-hour 
with  a  J  cent  prompt  payment  discount  when  certain  monthly  amounts  are 
guaranteed,  dej)ending  on  the  kilowatt  demand  of  from  1  to  15  kilowatts. 

The  amounts  of  the  guarantee  are  given  in  a  table  in  the  schedule. 

Determination  of  Demand. 

For  installations  of  1  kilowatt  to  .5  kilowatts,  the  demand  may  be  taken  as  100% 
of  the  connected  load. 

For  lighting  installations  of  more  than  5  kilowatts  and  less  than  20  kilowatts, 
the  demand  may  be  taken  as  80%  of  the  connected  loatl. 

For  one  motor  of  more  than  5  kilowatts  and  less  than  20  kilowatts  rated  capac- 
ity, the  demand  may  be  taken  as  80%  of  its  rated  capacity. 

For  two  or  more  motors  aggregating  more  than  5  kilowatts  and  less  than  20 
kilowatts  rated  capacity,  the  demand  may  be  taken  as  75%  of  the  combined 
rated  capacities  of  the  motors. 

For  elevators,  or  any  other  service  having  similar  characteristics,  the  maxi- 
mum demand  shall  be  determined  as  follows: 

Where  one  motor  is  used,  the  rated  capacity  of  such  motor  shall  be  taken  as 
the  maximum  demand  of  the  service. 

Where  two  motors  arc  used  in  the  same  service,  90  per  cent  of  the  combined 
rated  capacities  of  such  motors  shall  be  taken  as  tlic  iiiaxiiiuun  demand  of  the 
service. 

Where  from  three  to  five  motors  are  used,  in  tlic  same  service  75  i)er  cent  of 
their  c()mi)in('(l  rat('(|  (■ai)aci(ies  shall  Ix'  taken  as  the  maximum  demand  of  the 
service. 

Where  from  six  to  ten  motors  are  used  in  the  same  service,  50  per  cent  of  their 
combined  rateij  cajjacities  shall  be  t.aken  as  the  maximum  (hMiiand  of  the 
service. 
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Where  more  than  ten  motors  are  used  in  the  same  service,  the  niaxinium  de- 
mand ma}-  be  measured. 

INTERMEDIATE  LIGHT  AND  POWER. 

Rate. 

The  rates  are  given  in  the  same  manner  as  in  the  retail  light  and  power  schedule, 
ranging  from  11  cents  to  I5  cents,  with  a  discount  of  from  1  cent  to  g  cent  when 
certain  monthly  amounts  are  guaranteed,  depending  on  the  kilowatt  demand 
of  from  20  to  06  kilowatts. 

Determination  of  Demand. 

For  installations  of  more  than  20  kilowatts,  the  demand  shall  be  taken  as  75 
per  cent  of  the  connected  load,  except  where  demand  is  determined  by  meas- 
urement. 

For  elevator  service,  the  demand  is  determined  as  in  the  schedule  for  "Retail 
Light  and  Power." 

WHOLESALE  LIGHT  AND  POWER. 

For  installation  of  20  kilowatts  of  demand  and  over. 

Rate. 

Demand  Charge. 

$1.00  per  month  per  kilowatt  for  the  first  100  kilowatts  of  demand. 

.50  per  month  per  kilowatt  for  each  kilowatt  of  demand,  in  excess  of  100 
kilowatts. 

Energy  Charge. 

2.2  cents  per  kilowatt  hour  for  the  first  step  or  quantitj'  block  of  energy  de- 
livered each  month  for  each  demand. 

1.1  cent  per  kilowatt-hour  for  the  first  step  or  ciuantity  block  of  energy  deliv- 
ered for  each  demand. 

.5  cents  per  kilowatt-hour  for  all  energy  delivered  each  month  in  excess  of  these 
cjuantities. 

For  20  kilowatts  of  demand,  the  first  step  is  2,000  kilowatt-hours,  and  the  second 
step  4,000  kilowatt-hours,  and  the  third  step  all  excess  demand. 

For  50  kilowatts  of  demand,  the  first  step  is  4,400  kilowatt-hours,  and  the  second 
steo  8,800  kilowatt-hours,  and  the  third  step  all  excess  demand. 

For  100  kilowatts  of  demand,  the  first  step  is  7,400  kilowatt-hours,  and  the  second 
step  14,800  kilowatt-hours,  and  the  third  step  all  excess  demand. 

For  400  kilowatts  of  demand,  the  first  step  is  19,400  kilowatt-hours,  and  the  second 
step  38,800  kilowatt-hovu's,  and  the  third  step  all  excess  demand. 

Determination  of  Demand. 

For  general  service  on  installations  of  more  than  20  kilowatts,  the  demand  shall 
be  taken  as  75  per  cent  of  the  connected  load,  except  where  demand  is  deter- 
mined by  measurement. 

For  elevator  service,  the  maximum  demand  is  determine!  as  in  the  schedule 
for  "Retail  Light  and  Power." 

Underground  Service. 

For  service  delivered  in  the  Underground  District,  10  i)er  cent  shall  be  added 
t3  all  bills  computed  under  this  schedule. 
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Prompt  Payment  Discount. 

For  payment  of  bills  uithin  10  days  from  date  thereof, 

2  mills  per  kilowatt-hour  for  all  energy  billed  at  22  mills  per  kilowatt  hour; 
1  mill  per  kilowatt-hour  for  all  energy  billed  at  11  mills  per  kilowatt-hour. 
No  discount  will  be  allowed  on  energy  billed  at  .5  mills  per  kilowatt  hour. 

MUNICIPAL  LIGHTING  OR  POWER  SERVICE. 

Service  supplied  under  this  schedule  shall  be  for  municipalities  for  municipal  pur- 
poses only. 

Rate. 

5  cents  per  kilowatt-hour  for  current  consumed. 

Special  Schedules  are  given  for  flaming  arc  lighting,  controlled  flat  rate 
commercial  lighting,  flat  rate  incondescent  lighting  for  temporary  or 
transient  ser^■ice,  flat  rate  signs  lighting,  flat  rate  arc  lighting  for  use 
during  construction  work,  for  schools  and  churches,  for  hospitals  and 
charitable  institutions  flat  rate  fan  service,  and  off  peak  garage  rate 
for  domestic  electric  automobile  charging. 

COMMISSION  DECISIONS 

NEW  HAMPSHIRE 

335 — Issues  of  Stock  and  Bonds. 

Laconia  Gas  and  Electric  Company,  Petition  for  Authority  to  Issue 
Bonds.  Decision  of  the  New  Hampshire  Public  Service  Commission, 
Making  a  Valuation  of  the  Company's  Property  and  Authorizing  the 
Issue.     December  22,  1913. 

In  making  the  application  for  authority  to  issue  bonds,  the  company 
submitted  a  summary  of  expenditures  on  its  property.  In  regartl  to 
certain  items  listed  the  Commission  says: 

For  the  purpose  of  extending  its  business  the  petitioner  has  employed 
solicitors  in  both  its  gas  and  electric  departments  to  solicit  new 
business,  and  has  charged  the  expense  of  such  soliciting  to  the  "engi- 
neering" accounts  upon  its  books.  For  the  purpose  of  encouraging 
the  use  of  gas  stoves,  it  has  done  a  certain  amount  of  piping  upon 
the  consumer's  premises  without  charge.  Both  classes  of  exi^endi- 
tures  it  claims  the  right  to  capitalize  a<  necessary  costs  of  building 
up  its  business. 

315.1— Going  Value. 

Are  items  of  this  class  capitalizable?  This  is  the  other  end  of  "going 
value."  In  rate  cases  utilities  always  claim  the  allowance  of  an  item 
so  designated  in  addition  to  the  value  of  their  physical  properties,  and 
in  this  item,  as  claimed,  are  always  found  allowances  for  ''ad\er- 
tising",  "soliciting",  free  piping"  and  the  like.  Some  conmiissions 
in  valuing  properties  have  held  that  such  an  addition  should  be 
made.  If  the  costs  mentioned  are  to  be  added  to  plant  values  in 
valuation  of  utility  properties  for  rate  pui-poscs,  and  rates  sufficient 
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to  allow  a  fair  annual  return  thereon  are  to  be  allowed,  then  they 
should  be  capitalized  and  not  allowed  to  be  charged  to  operating 
expenses. 

The  reason  is  obvious.  Rates  pay  both  operating  expenses  and  re- 
turn on  plant  value.  If  additions  to  plant  value  are  made  from 
year  to  year  out  of  operating  expen.ses  and  returns  earned  on  such 
added  value,  it  is  evident  that  the  pul)lic  will  be  taxed  to  pay  returns 
upon  value  created  by  the  public.  The  capitalization  of  advertising 
and  other  like  expenses  is  logical  and  in  fairness  to  the  public  is 
inevitable,  if  attached  business  is  always  to  be  considered  as  giving 
a  "going  value"  item  which  must  ])e  added  to  value  of  physical 
properties  for  rate  purposes. 

But  we  do  not  so  hold.  "We  beheve  that  there  is  no  constitutional 
rule  nor  any  equitable  reason  requiring  an  appraisal  of  the  entire 
expenses  of  building  up  all  of  the  business  connected  with  a  utility 
property,  in  a  valuation  of  the  same,  upon  a  strict  reproductive 
cost  basis,  Init  that  much  weight  should  be  given  to  the  amount 
which  the  building  up  of  such  busine.ss,  in  the  way  it  has  actually 
been  built,  has  actually  cost  the  owners  of  the  property,  either  in 
money  originally  invested  by  them  or  in  returns  not  received  upon 
their  investment  in  early  vears."  Petition  of  Berlin  Electric  Light 
Company,  N.  H.  P.  S.  C.  Reports,  Vol.  3. 

In  any  case,  therefore,  to  the  extent  that  the  expense  of  procuring 
business  has  been  paid  as  an  operating  expense  out  of  earnings,  in 
addition  to  the  payment  of  a  fair  return  to  the  utilit>',  attached 
business  will  ordinarily  be  wholly  disregarded  in  fixing  \alue  for  rate 
purposes.  Accordingly  it  becomes  merely  a  question  of  economic 
policy  whether  expenses  of  this  sort  should  be  classed  as  operating 
expenses  and  paid  out  of  earnings,  or  as  capital  expense  and  paid  out 
of  the  proceeds  of  securities  issued. 

The  life  of  a  utility  may  be  as  prolonged  as  the  life  of  the  munici- 
pality in  which  it  is  situated.  For  the  proper  determination  of  all 
questions  affecting  either  the  municipality  or  the  utility  a  long 
look  ahead  must  be  taken.  Upon  any  such  view  it  nmst  be  recog- 
nized as  not  desirable  that  a  utility  should  capitalize  every  expense 
incident  to  procuring  an  increase  of  business.  A  few  decades  of 
such  practice  would  result  in  a  large  volume  of  securities  outstanding 
and  representing  no  tangible  property. 

Any  business  concern  must  make  certain  expenditures  for  the  pur- 
pose of  promoting  a  sale  of  its  product  or  service.  The  necessity 
for  this  may  be  less  in  the  case  of  a  pul)lic  utility  business  than  in 
most  others,  but  so  far  as  the  necessity  for  such  exists  the  expense 
is  just  as  truly  incident  to  continued  successful  operation  as  the 
expense  of  good  management  or  good  methods  of  manufacture  or 
of  distribution.  It  should  be  recognized  as  an  operating  expense 
and  paid  from  income  rather  than  capitalized  and  made  a  constantly 
increasing  burden  upon  the  rate-paying  public.     The  utilities  them- 
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selves  have  heretofore  recognized  this  fact.  This  is  the  first  case 
where  we  have  found  these  costs  charged  to  capital  accounts. 

788—  SERVICE  RULES 

ARIZONA 

Overhead  Line  Construction,  Order  of  the  Arizona  Corporation 
Commission,  Establishing  Rules  for  Overhead  Line  Construction,  June 
23,  1914. 

The  Commission  has  issued  an  order  requiring  that  all  telephone,  tele- 
graph, signal,  trolley,  electric  light  and  power  lines  within  the  state  be 
constructed  and  maintained  in  conformity  with  the  specifications  ap- 
plying to  such  construction  contained  in  the  report  of  the  Committee 
on  Overhead  Line  Construction  of  the  National  Electric  Light  Associa- 
tion, at  its  34th  contention,  held  in  New  York  City,  May  29  to  June  2, 
1911.  Construction  now  completed  in  the  state  is  to  conform  to  such 
specifications  within  a  period  of  five  years  from  the  date  of  the  order. 
In  adopting  these  rules,  the  Commission  says: 

The  prominence  of  the  engineers  who  have  given  to  developing  the 
N.  E.  L.  A.  report,  the  voluntary  adoption  of  the  suggestions  con- 
tained therein  by  the  more  progressive  public  service  corporations 
and  the  recognition  given  it  by  State  Commissions,  [Connecticut, 
Nevada,  New  Jersey,  New  York,  Oklahoma,  Oregon,  Vermont  and 
Wisconsin  are  mentioned  as  having  issued  orders  which  embody  in  all 
essentials  the  recommendations  made  by  this  committee],  all  unite 
to  establish  it  as  an  authoritative  guide  to  safe,  durable  and  efficient 
line  construction,  from  which  departures  should  be  made  only  to  meet 
extraordinary,  or  abnormal  local  conditions.    .    . 

REFERENCES 
RATES 

450— Value  of  the  Service. 

The  Basis  of  Rates  for  Electricity,  by  Newton  Harrison.  The 
Central  Station,  3f  pages,  August,  1914,  p.  27. 

The  value  of  service  theory  in  electric  rate  making  is  advocated,  reference  being 
made  throughout  the  discussion  to  the  Rate  Research  Committee  Report  (See  5 
Rate  Research  171,  204).  It  is  pointed  out  that  a  profitable  reduction  in  rates 
is  one  through  which  more  business  results,  because  of  its  ])opularity  to  that 
class  or  others  which  it  affects,  and  the  growth  of  more  consumers  through  the 
greater  ease  of  canvassing,  who  do  not  increase  the  expense,  but  the  profit.  Rate 
makers  really  comprise  a  select,  scientific  and  exceedingly  capable  class  of  men. 
In  large  industries,  department  stores  and  public  utilities,  the  rate  making  or 
setting  of  i)rices  is  a  delicate  and  exceedingly  res])onsible  business.  Rates  seem 
to  be  indicative  of  a  state  of  mind  on  the  part  of  the  sell(>rs,  as  well  as  a  certain 
business  condition  internally  satisfactory  and  profitabl(>.  It  does  not  seem 
desirable  for  concerns  to  amass  swollen  fortunes  as  a  surplus.  It  does  not  seem 
desirable  for  a  selling  concern  to  intend  to  act  upon  the  public  as  a  unit  to  be 
forced.     The  idea  of  comi)ulsion  creates  antagonism  cjid  competition.     There  can 
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be  an  agreeable,  confi(lenee-brec(linf»;  relationship  between  the  seller  and  the 
classes  supplied.  This  constitutes  idealism  in  business,  the  seller,  with  the  full 
knowledge  of  the  consumer,  taking  only  a  profit  which  he  himself  would  take. 
And  this  state  of  affairs  is  not  only  most  desirable,  but  the  inevitable  way  which 
wdl  result  from  the  proper  attitude  of  one  to  the  other. 

400^Rate  Theory. 

The  Computation  of  the  Cost  of  Current,  by  Hugo  Eisenmenger. 

Electrical  Review,  5  pages,  August  15,  1914,  p.  335. 

The  immensely  complicated  character  and  impracticability  of  an  exact  expression 
for  the  cost  which  every  consumer  causes  to  the  central  station  is  pointed  out. 
The  question  of  the  simplification  of  this  theoretical  basis  for  the  recjuirements 
of  practice  is  discussed.  In  the  case  of  almost  all  rates,  the  complete  exi^ression 
is  simplified  in  such  a  manner  that  not  more  than  three  terms  (IJ  that  expressing 
the  cost  of  billing  and  collecting,  meter  reading,  etc.;  (2)  that  representing  the 
amount  of  energy  annually  consumed  by  the  customer,  and  (3)  the  maximum 
demand  of  the  consumer  at  central  station  peak-load,  are  considered.  These 
terms,  however,  are  considered  in  such  a  way  that  the  sum  of  the  cost  of  all  con- 
sumers which  results  from  the  simplified  formula  is  not  changed  as  compared  to 
the  actual  total  cost.  One  has,  therefore,  to  distribute  the  average  value  of  the 
neglected  terms  per  consumer  in  some  way  over  the  first  terms.  Thus,  for  instance, 
the  cost  for  those  consumers  which  are  situated  close  to  the  central  station  is 
increased  in  favor  of  those  who  are  situated  further  away,  etc.  The  result  of  the 
diminution  of  the  number  of  charges  is  discussed,  and  the  statement  made  that, 
in  general,  experience  has  shown  that  the  introduction  in  one  or  the  other  way 
of  all  three  fundamental  charges  mentioned  is  the  most  advantageous  compro- 
mise between  the  contradictory  requirements  of  accuracy  and  simplicity  of  the 
rates.  In  the  determination  of  the  numerical  values  of  the  cost,  the  arbitrary 
distributions,  generally  made,  may  be  done  away  with  if  the  analytic  method  is 
employed.     This  method  is  described  in  detail. 

224— Rate  Regulation. 

The  Adverse  Freight  Rate  Decision  as  an  Incentive  To  Speedy 
Completion  of  Railway  Appraisals.  Engineering  and  Contractmg, 
August  12,  1914,  p.  145. 

The  completion  of  the  appraisals  of  the  railroads  in  as  short  a  time  as  possible 
is  urged,  on  the  ground  that  the  somewhat  adverse  freight  rate  decision  has  left 
the  eastern  railways  with  scant  hope  of  an  advance  in  rates  until  appraisals  demon- 
strate the  necessity  of  greater  income,  if  there  is  to  be  a  "fair  return"  on  the  value 
of  their  investments.  It  is  said  that  as  fast  as  each  railway  completes  its  appraisal, 
it  should  ask  for  increments  in  rates — both  interstate  and  intrastate — if  existing 
rates  do  not  j-ield  a  "fair  return." 

720— Rate  Schedules. 

Electricity  and  Appliances  in  South  of  Ireland.     Daily  Consular 

and  Trade  Reyarts,  1  page,  August  11,  1914,  p.  816. 

The  electric  undertakings  of  the  cities  of  Queenstown  and  Cork  are  briefly  de- 
scribed. The  city  of  Cork  is  receiving  current  at  a  less  price  than  Queenstown. 
which  the  company  claims  is  because  the  cost  of  operating  the  Queenstowii  plant 
is  greater,  owing  to  the  small  population.     The  rates  are  given  herewith: 

Cork. — For  lighting,  10  cents  per  unit,  including  supply  and  renewal  of  carbon 
filament  lamps,  with  2  cents  and  4  cents  per  unit  discount  for  certain  amounts 
of  consumi)tion.  For  power,  the  rate  is  4  cents  per  imit  up  to  1,000  units  per 
(luarter;  3  cents  up  to  2,400  units;  2|  up  to  .5,400  units;  and  2}  cents  when  over 
.5,400  units  are  consumed.  The  flat  rate  for  cooking  and  heating  is  2  cents. 
Small  rents  are  charged  for  meters.  The  voltage  for  lighting  is  233;  for 
power,  460. 
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Queensloicn. — Flat  rate  of  12  cents  per  unit  or  10  cents  for  "short  day"  in  shops 
and  9  cents  for  hotels  and  "long  hours"  in  shops. 

720— Rate  Schedules. 

Electric  Railways  in  Hamburg.  Daily  Consular  and  Trade  Reports, 
1  page,  August  7,  1914,  p.  750. 

A  general  description  of  the  Hamburg  Railway  undertakings  is  given.  There  are 
23  stations  on  the  main  line  and  12  on  the  branch  lines.     The  fares  are  as  follows: 

2.38  cents  for  five  stations,  third  class. 

3.57  cents  for  five  stations,  second  class. 

3.57  cents  for  ten  stations,  third  class. 

4.76  cents  for  10  stations,  second  class. 

4.76  cents  for  more  than  10  stations,  third  class. 

7.14  cents  for  more  than  10  stations,  second  class. 

Before  7  o'clock  a.  m.  tickets  for  workmen  are  issued  in  third  class  only  at  2.38 
cents,  good  for  any  distance.  When  purchasing  these  tickets,  return  tickets  at 
the  same  price  can  be  purchased  which  can  be  used  at  any  time  of  the  day  of 
purchase.  Tickets  good  for  a  week  for  these  early  trains  cost  13  cents,  and 
return  tickets  available  at  any  hour  of  the  day  27  cents.  Commutation  tickets 
for  all  trains  at  all  hours  of  tlie  day  are  also  sold  at  the  following  rates: 

For  eight  stations,  third  class,  $19.04  per  year. 

For  eight  stations,  second  class,  $26.18  per  year. 

For  each  farther  station,  $1.19  third  class  and  $1.67  second  class  in  addition. 

A  ticket  good  for  any  distance  at  all  hours  of  the  day  costs  150  marks  ($35.70) 
third  class  and  200  marks  ($47.60)  second  class  per  annum. 

400— Rate  Theory. 

Co-operative  Rate  Making  Schedules,  by  Wm.  Van  Den  Heuvel. 
Journal  of  Electricity,  Power  and  Gas,  5^  pages,  August  8,  1914,  p.  121. 

After  a  discussion  of  the  several  factors  governing  rate  making  and  a  criticism  of 
the  sliding  scale,  maximum  demand,  flat  rate  and  readiness  to  serve  schedules, 
a  proposed  co-operative  rate  schedule  is  analyzed  by  the  author.  It  is  held  that 
the  co-operative  schedule  proposed  will  cause  a  more  ecjuitable  distribution  of 
the  charges  that  make  up  the  total  gross  income  as  derived  from  all  customers 
under  a  system,  and  a  gradual  reduction  of  rates  as  the  lo'gical  result  of  co-opera- 
tive effort.  The  article  is  accompanied  by  curves  showing  the  maximum  demand 
or  load  factor  schedule,  cumulative  sliding  scale  schedule,  the  proposed  co-oper- 
ative rate  schedule  and  a  co-operative  schedule  for  irrigation  ser\'ice. 

500— Rate  Practice. 

Rate  Schedules  of  Different  Countries,  by  G.  Siegel.  Abstract 
of  article  and  editorial.  Electrical  World,  1  page,  August  15,  1914,  p.  340 
and  p.  310. 

A  recent  article,  published  in  the  Elektrotechnische  Zcitschrift,  is  abstracted.  The 
author  points  out  that  the  rates  in  use  in  different  countries  depend  on  the  local 
commercial,  climatic  and  geographic  conditions  of  the  country  and  that  the  nature 
of  the  rate  also  indicates  the  extent  and  the  importance  of  electricity  supply  in  the 
country.  From  these  viewj)oints  the  author  discusses  rates  in  use  in  various 
European  countries. 

The  editorial  states  the  conclusion  that  the  electric  rate  is  actually  determined 
on  ])rinciples  wholly  commercial  as  are  the  prices  of  any  other  coininodity.  Look- 
ing over  Dr.  Siegel's  data,  it  at  once  ajipears  that,  on  the  wliole,  tliroughout  the 
woi-ld  the  tendency  is  toward  a  rate  based  on  a  standby  charge  plus  a  meter  (charge 
in  the  larger  stations,  while  a  flat  rate  or  discounted  meter  rate  is  the  iide  in  the 
small(>r  stations.      Perhaps  the  lesson  to  be  drawn  is  that  on  heavily  loaded  sys- 
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terns  the  standi)}-  costs  are  far  more  keenly  felt  than  in  small  plants  where  fully 
loaded  apparatus  and  lines  are  the  exception.  Flat  rates  either  by  contract  or  by 
meter  are  decidedly  the  exception  in  all  countries.  But  the  demand  idea  has  im- 
dergone  an  interesting  evolution  which  shows  at  least  an  elementary  recognition 
of  its  one-sided  character.  In  theory  the  measured  demand  is  what  really  de- 
termines the  standby  costs,  in  so  far  as  these  are  imrelated  to  the  time  of  their 
occurrence.  In  practice  it  seems  to  have  been  the  general  nile  that  for  the  purjjosc 
of  fixing  rates  the  demand  is  taken  in  some  arbitrary  and  conventional  manner. 
Just  what  form  is  given  to  it  depends  upon  circumstances,  and  the  usual  result  is 
probably  nearer  to  a  just  average  charge  than  the  measured  demand  would  be. 
The  point  of  greatest  variation  in  rate  schedules  seems  to  be  the  relation  between 
the  lighting  and  motor-service  charges.  Dr.  Siegel's  data  make  it  evident  that 
such  variations  are  general  i)henomena.  and  that  there  is  great  need  to  arrive  at 
standard  methods  of  reckoning  so  that  in  two  neighboring  or  even  contiguous 
comnnmities  there  may  not  be  wide  differences  in  charges  for  similar  services. 

INVESTMENT  AND  RETURN 

300 — Investment  and  Return. 

Risk  .\s  an  Element  of  Rates  and   Fares.     Southwestern  Electrician, 

l\  page,  August,  1914,  p.  25. 

Emphasis  is  laid  upon  the  fact  that  at  present  utilities  are  in  a  state  of  instability 
and  insecurity  that  tends  to  label  them  as  investments  involving  an  "extraordinary 
risk."  The  infiuence  of  the  attitude  of  the  community  on  the  relative  stability 
of  a  utility  is  discu.ssed.  It  is  urged  that  the  company  should  place  itself  in  an 
invulnerable  position — make  its  service  as  complete,  as  certain,  as  accommodating 
and  as  cheap  as  its  facilities,  its  command  of  capital,  its  local  conditions  and  the 
"fair  commercial  profit"  of  its  communit}^  wuU  allow — and  then  "stand  pat"  on 
its  commercial  right  to  be  treated  as  legally,  as  equitably,  even  as  liberally,  as 
any  other  private  commercial  enterprise  in  the  commim'ty.  Charters  and 
franchises  give  no  right  to  injustice  or  inequity,  and  the  public  must  be  made  to 
realize  this  fact,  which  has  been  blurred,  befogged  and  hidden  by  self-hjiDnotized 
theorists,  by  blatant  demagogues  and  aspiring  politicians. 

PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation. 

Those  "Good  Old  Days,"  by  Robert  M.  La  Follette.    Wisconsin  State 

Journal,  August  7,  1914. 

In  the  above  article,  which  is  reprinted  from  La  FoUette's  Weeklj',  Senator  La 
Follette  attacks  E.  L.  Philipp,  Republican  candidate  for  governor,  on  the  grounds 
of  his  leadership  of  the  political  machine  whicii  opposecl  progressive  legislation 
during  La  Follette's  governorship.  The  article  gives  an  interesting  side-light  on 
the  circumstances  surrounding  the  passage  of  the  laws  creating  the  Railroad  and 
various  other  commissions.  A  comparative  statement  is  given  showmg  the  pre- 
ponderance of  the  amount  of  money  saved  by  the  commissions  over  the  amount 
which  they  cost. 

200 — Public  Service  Regulation. 

Wisconsin  Government — Cost  and  Efficiency,  by  L.  B.  Nagler. 

Equity  News,  2  pages,  August  1,  1914,  p.  465. 

The  agitation  concerning  cost  of  government  in  Wisconsin  is  commented  upon. 
It  is  held  that  the  cost  of  government  in  Wisconsin  compares  verj-  favorably  with 
other  states.  The  state  has  been  criticized  for  having  too  many  "commissions." 
The  fact  is,  Wisconsin  has  fewer  such  departments  than  either  Minnesota.  Mich- 
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igan,  Illinois,  Indiana,  Ohio,  New  Jersey,  Massachusetts,  Florida,  Missouri  or 
California.  No  state  comparable  with  it  in  wealth  and  population  has  its  govern- 
ment so  compactly  organized  for  efficiency  and  economy.  This  is  acknowledged 
everywhere  by  fair  minded  people,  as  is  amply  attested  by  newspapers  and  maga- 
zines throughout  the  country.     Charges  of  extravagance  are  equally  unfounded. 

200 — Public  Service  Regulation. 

Policies  of  Regulating  Bodies,  by  Edwin  Gruhl.  Article  and 
Editorial.     Aera,  11  pages,  August,  1914,  p.  24  and  p.  5. 

The  action  of  various  commissions  with  regard  to  rate  of  return  is  considered. 
The  conclusion  drawn  is  that  these  comparisons  indicate  a  recognition  upon  the 
part  of  several  of  the  commissions  of  the  necessity  of  allowing  a  rate  of  return  in 
excess  of  returns  referred  to  in  reviews  of  similar  decisions  bj'  the  courts  as  "not 
confiscatory."  How  liberal  such  additions  are  would  be  difficult  to  determine. 
Rates  of  return  which  will  attract  capital  will  vary  with  the  size  and  kind  of  utility 
and  with  its  location.  It  is  to  be  expected  also  that  the  returns  allowed  upon 
applications  to  increase  rates  wnll  be  lower  than  returns  permitted  where  the 
rates  in  themselves  are  reasonable  and  the  service  adequate.  There  have 
been  few  cases  where  the  commissions  have  determined  the  existing  rate  of  return 
to  be  unreasonably  high  and  these,  it  is  noted,  are  all  in  excess  of  12  per  cent,  upon 
the  estimated  rate-making  value.  In  regard  to  the  attitude  of  commissions  to- 
ward value  for  rate-making  purposes,  it  is  held  that  methods  adopted  are  very 
divergent;  that  recent  court  decisions  have  assisted  somewhat  in  reconciling  con- 
flicting theories  of  rate-making  value.  In  the  meanwhile  there  has  also  been  a 
recognition  of  the  limitations  of  engineering  appraisals  and  commissions  such  as 
Wisconsin,  New  Jersey  and  Nebraska  have  increased  the  usual  percentages  added 
to  cover  overhead  costs  and  shortcomings  in  the  inventory.  Considerable  further 
progress  will  have  to  be  made,  however,  before  definite  valuation  policies  will  be 
available. 
The  paper  is  to  be  continued  in  the  next  number  of  Aera. 

265 — Co-operation  of  Public  Service  Companies  with  Regulatory 
Bodies. 

The  Springfield  Rate  Case.     Editorial,  Electrical  World,  August  15, 

1914,  p.  310. 

This  states  that  the  petition  of  the  Springfield  company  for  a  rehearing  presents 
the  argument  with  a  noticeable  absence  of  the  byj^lays  to  the  galleries  which 
encumbered  the  original  decision  of  the  commission.  The  answer  of  the  company 
was  dignified;  the  decision  of  the  commission  was  plainly  deficient  in  that  dignity, 
which  should  characterize  the  rulings  of  a  body  having  such  vast  powers.  It  has 
come  to  be  the  practice  of  some  of  the  commissions,  whenever  the  way  is  open, 
to  "roast  the  corporations."  This  is  an  easy  way  of  accjuiring  notoriety.  It 
should  be  just  as  fair  for  the  companies  to  criticise  commissions  guilty  of  derelic- 
tion or  actions  taken  with  an  eye  to  the  unthinking  public  applause  as  for  com- 
missions to  attack  companies.  It  is  urged  that  the  commissions  and  the  companies 
co-operate  to  develop  the  best  projjerties  and  service  to  the  end  that  all  interests 
concerned  may  be  conserved  and  protected.  Few  of  the  commissions  are  deeply 
sunk  in  politics,  but  those  that  permit  their  conclusions  to  be  spoiled  by  political 
considerations  do  much  to  discredit  the  policy  of  regulation. 

MUNICIPALITIES 

840 — Public  Operation. 

Criticism  of  Seattle  Lighting  Department  Cost  Data.  Journal  of 
Electricity,  Power  and  Gas,  1|  pages,  August  8,  1914,  p.  131. 

In  this  communication  to  the  editor  of  this  magazine,  facts  and  figures  are  given 
to  show  that  the  cost  figures  in  the  1912-13  report  (see  5  H.\te  Rese.vrch  238) 
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of  the  Seattle  Municipal  Plant,  are  in  a  great  many  cases  inaccurate  and  full  of 
"the  sins  of  omission  and  commission."  It  is  said  that  these  costs  are  in  many 
instances  very  low  and  give  the  impression  that  the  mimicipal  lighting  plant  of 
Seattle  has  been  constructed  at  a  remarkably  low  cost.  These  hydroelectric 
costs  data  arc,  however,  not  founded  on  facts,  and  a  study  of  them  will  disclose 
that  the  superintendent  has  drawn  on  his  imagination  in  order  to  show  low  costs. 
In  order  that  such  costs  shall  be  of  any  value  at  all,  they  must  be  based  upon  facts 
and  absolutely  square  with  the  truth. 

830— Public  Ownership. 

Municipal  Ownership:  First  Hand  Information  for  Our  Readers. 
Union  Labor  Advocate,  ^  page,  July  17,  1914,  p.  8. 

Letters  from  labor  officials  in  Edmondton,  Lethbridge,  and  Saskatoon,  Canada, 
arguing  against  municipal  ownership,  are  quoted.  The  conclusion  drawn  is  that 
municipal  ownership  especially  of  street  railways,  having  been  absolutely  dis- 
credited in  the  house  of  its  friends,  should  not  be  advocated  for  the  city  of  Wash- 
ington. 

830— Public  Ownership. 

Editorials  on  the  Grosser  Bill.    Aera,  3  pages,  August,  1914,  p.  1. 

These  editorials  contend  that  if  any  measure  is  to  be  considered  with  a  single 
eye  to  the  good  of  the  entire  country,  with  partisanship  eliminated  and  prejudices 
and  rancor  laid  aside,  it  is  such  a  measure  as  the  Grosser  bill.  A  reading  of  the 
document,  however,  shows  that  no  such  careful  consideration  has  been  given. 
The  report  is  ex  parte;  is  the  plea  of  an  advocate,  rather  than  the  judgment  of 
the  unprejudiced.  It  is  an  effort  to  establish  a  theory,  not  a  discussion  of  facts 
having  as  its  object  the  arriving  at  a  correct  solution.  It  almost  flippantly  wipes 
aside  all  arguments  against  the  proposition  and  establishes  conclusions  which  it 
fails  to  support.  As  an  aid  to  Congress  in  a  calm,  judicial  discussion  of  the  pros 
and  cons  of  municipal  ownership,  it  is  without  the  slightest  merit.  The  document 
should  be  a  careful  consideration  of  the  proposition  in  which  the  arguments  for 
and  against  are  carefully  weighed  a,nd  conclusions  conservatively  drawn  from 
the  facts  set  forth.  It  actually  is  the  spread  eagle,  demagogic  utterance  of  a 
number  of  men  wedded  to  an  idea  which  they  support  rightly  or  wrongly  for 
purposes  of  their  own.  As  a  stump  speech  it  may  fill  its  purpose.  As  a  report 
on  a  matter  referred  to  a  committee  for  its  investigation  in  order  that  Members 
of  Congress  may  vote  intelligently  on  a  question  which  involves  not  only  millions 
of  dollars  of  other  people's  money,  but  which  establishes  a  precedent  and  gives 
the  endorsement  of  the  nation's  lawmaking  body  to  new  principles  and  new  rules 
of  conduct,  it  is  so  futile  as  to  be  absurd. 

830— Public  Ownership. 

Minority  Report  on  Grosser  Bill.  Article  and  Editorial,  Electric 
Railway  Journal,  4^  pages,  August  15,  1914,  p.  292  and  p.  286. 

The  minority  report  of  the  Crosser  Bill,  providing  for  government  ownership  of 
street  railways  in  the  District  of  Columbia,  is  abstracted. 

The  editorial  calls  attention  to  the  striking  contrast  existing  between  the  ma- 
jority and  minority  reports.  It  is  said  that  whereas  the  bulk  of  the  majority  re- 
port (thirty  out  of  thirty-five  pages,  to  be  exact)  was  devoted  to  a  general  ex- 
ploitation of  economic  theories  regarding  public  ownership  and  only  2  inches  to 
an  unsupported  conclusion  of  seven  jwints  concerning  the  District  railways,  the 
minority  report  confines  itself  specifically  to  the  proposed  bill,  its  faulty  construc- 
tion and  the  advantages  claimed  by  its  i)roponents.  The  majority  report  is  at 
best  an  incomplete  and  unauthoritative  discourse  on  the  general  principle  of  gov- 
ernment ownership,  while  the  minority  rejiort  is  a  complete  analysis  of  the  proposal, 
good  or  bad,  as  it  relates  to  the  matter  actually  under  consideration.  In  other 
words,  it  deals  with  the  facts.  This  difference  is  worthy  of  note  as  being  charac- 
teristic of  two  modes  of  thought — the  loose  and  the  analytical. 
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GENERAL 

920 — Economy  and  Efficiency. 

Hydro-Electric  Power  Compared  With  Steam,  by  Reginald  Pel- 
ham  Bolton.  Reprinted  from  the  Transactions  of  the  American  So- 
ciety of  Heating  and  Ventilating  Engineers,  1914.     Pamphlet,  12  pages. 

Enthusiastic  conservationists,  in  arguing  for  the  development  of  water  power  at 
public  expense,  fail  to  take  into  account  many  practical  questions.  Steam  power 
is  really  cheaper  than  hydro-electric  power.  Official  statements  have  been  widely 
published  as  to  the  large  quantities  of  power  existing  in  water  falls  and  rapids  in 
this  country.  These  statements  always  fail  to  convey  the  necessary  information 
that  the  power  is  stated  in  terms  of  water  horsepower,  which  is  very  different 
to  the  unit  of  generated  energy.  It  is  officially  asserted  that  there  is  in  use  in  this 
coimtry,  a  force  of  six  million  water  horsepower.  Most  of  this  power  is  situated 
in  districts  remote  from  the  place  of  commercial  usage.  It  must  be  transformed 
from  water  horsepower  into  electrical  horsepower,  transmitted  over  certain  dis- 
tances, and  finally  distributed  to  the  consumers.  Any  comparison  as  to  its  com- 
mercial or  relative  value  as  compared  with  fuel  must  be  made  upon  the  basis  of 
the  distributed  and  utilized  energy  which  could  be  generated  upon  the  spot  by  the 
use  of  fuel.  The  report  of  the  Seattle  plant,  figures  concerning  hydro-electric 
plants  in  Ontario,  and  case  No.  169  of  the  New  York  Commission  for  the  Second 
District,  are  cited  in  proof  of  this.  It  is  pointed  out  that  hydro-electric  plants 
are  less  reliable  than  steam,  and  require  investment  in  reserve  steam  plants. 
There  is,  therefore,  comparatively  little  value  in  the  broad  assumptions  of  con- 
.servationists  on  the  subject  of  "white  coal,"  "harnessed  energy"  and  "conserva- 
tion" of  water  powers.  If  similar  publicity  could  be  secured  for  the  chastening 
reflections  accompanying  exact  figures  and  observations  of  comparative  costs, 
and  of  the  possibilities  of  economic  fuel  utilization,  as  that  which  is  given  to  the 
assumptions  of  uniformed  enthusiasts,  it  would  doubtless  change  the  general  view 
of  "conservation"  as  applied  to  the  white  coal,  the  harnessed  energy,  the  glitter- 
ing dew  drops  and  the  conservation  of  fuel  by  water  power. 

This  pamphlet  may  be  procured  from  the  Bureau  of  Public  Service  Economics, 
17  East  38th  Street,  New  York. 

910 — Promotion  and  Growth  of  the  Business. 

Recommendations  of  Committee  for  London  Electricity  Supply, 
Electrical  World,  |  page,  August  15,  1914,  p.  312. 

The  conclusions  of  the  special  electricity  committee  of  the  London  County  Council 
on  the  suggestions  of  the  Merz-McLellan  report,  are  discussed.  The  principle  of 
the  scheme  outlined  by  the  committee  is  that  the  machinery  to  be  set  up  with  the 
object  of  bringing  the  new  undertaking  into  existence  should  j^rovide  for  a  combi- 
nation of  municipal  ownershij^  and  control  with  private  operation.  The  committee 
is  of  the  opinion  that  the  efficient  and  profitable  working  of  the  undertaking  in  the 
interest  of  all  concerned  will  be  secured  most  effectively  by  the  adoption  of  an 
arrangement  under  which  the  capital  shall  be  provided  in  definite  proportions  by 
the  authority  and  a  company.  The  company  would  have  possession  of  the  whole 
of  the  undertaking,  including  any  undertakings  acciiured  for  a  definite  ])eriod, 
f^ubject  to  full  powers  of  control  and  supervision  by  the  authority.  The  authority 
should  advance  as  a  loan  two-thirds  of  the  capital  required  for  additions  and  bet- 
torments,  while  the  remaining  one-third  should  be  furnished  by  the  comjjany.  Jt 
is  suggested  that  the  whole  of  the  money  riuiuired  for  the  ti'ansfer  of  existing  un- 
dertakings should  be  i)rovi(led  by  the  audiority.  The  autliority  would  be  em- 
[)owered  to  resume  i)ossession  of  the  undertaking  at  the  end  of  the  term  of  the 
contract  on  payment  to  the  company  of  a  sum  ecjual  to  the  capital  pi-ovided  by  it 
for  the  purposes  thereof.  The  arrangement  provides  for  complete  ultimate  owner- 
ship by  the  authority.  The  committee  emphasizes  that  its  scheme  rei)resents  a 
combination  of  municipal  and  private  enterprise  (Unsigned  to  insur(>  full  control 
by,  and  an  a(le(iuat(>  shar(>  of  profits  to,  the  i)ul)lic  willi  I  lie  (Icxibility  and  coni- 
mercial  enterprise  of  company  nuuiagement. 
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140 — Relations  of  Corporations  with  Each  Other. 

Hearing  on  Separation  of  Washington  Utilities,  Electrical  World, 
J  page,  August  15,  1914,  p.  312. 

The  suggestion  of  Representative  Prouty  of  Iowa  that  the  two  companies,  instead 
of  being  forced  by  an  act  of  Congress  to  separate,  be  allowed  to  consolidate,  is 
noted. 

730 — Terminology. 

Standardization  Rules  of  the  American  Institute  of  Electrical 
Engineers.  Proceedings  of  the  A.  I.  E.  E.,  82  pages,  August,  1914, 
p.  1217. 

The  history  of  the  standardization  rules  is  given  briefly.  The  rules  are  given 
under  the  following  headings:  definitions,  symbols  and  abbreviations,  classifica- 
tion of  machinery,  standards  for  electrical  machinery,  kinds  of  rating,  heating 
and  temperature,  temperature  limits,  additional  requirements,  wave-form,  effi- 
ciency and  losses,  determination  or  approximation  of  losses,  dielectric  tests,  in- 
sulation resistance,  regulation,  transformer  connections,  information  to  be  given 
on  the  rating  plate  of  a  machine,  wire  and  cable  standards,  rating  and  testing  of 
switches  and  other  circuit-control  apparatus,  electric  railway  standards.  The 
appendices  deal  with  (1 )  railway  motors;  (2)  illumination  and  photometry,  and  (3) 
the  bibliography  of  literature  relating  to  Electrical  engineering  standardization. 
An  index  of  the  rules  is  given. 

930- Public  Relations. 

Corporation  Policy  and  Public  Sentiment.  Editorial,  Electrical 
Review,  August  15,  1914,  p.  307. 

Attention  is  called  to  the  fact  that,  while  municipal  operation  of  utilities  is  usually 
not  as  efficient  or  as  economical  as  private  operation,  voters  often  seem  willing 
to  make  some  financial  sacrifice  for  the  sake  of  eliminating  a  utility  corporation. 
The  causes  underlying  anti-corj^oration  sentiment  are  considered.  It  is  said  that 
the  corporation  policies  of  the  past  which  have  been  responsible  for  such  feeling 
are  now  happih'  being  discarded  and  the  modern  policy  and  attitude  of  utility 
corporations  is  entirely  different.  There  is  less  inclination  to  participate  in 
politics,  although  in  some  communities  where  corporations  are  subject  to  black- 
mail by  unscrupulous  jjoliticians  it  is  not  possible  to  keep  out.  In  most  com- 
munities, however,  the  attitude  of  straight-forward  dealing  with  the  public  has 
been  adopted,  and  where  a  franchise  is  to  be  renewed  methods  which  were  adopted 
in  1906  would  not  be  thought  of  toda.y.  In  the  fight  for  a  franchise  in  Toledo, 
Henrj-  L.  Doherty  is  showing  the  world  a  fine  example  in  meeting  criticism  face 
to  face  and  gaining  the  popular  suffrage  through  sheer  might  of  logic  and  appeal 
to  reasoning  power. 

112 — Franchises. 

The  Kansas  City  Street  Railway  Franchise.  Engineering  News,  1 
page,  August  13,  1914,  p.  346. 

A  concise  summary  of  the  provisions  of  the  franchise  is  given,  and  the  criticisms 
directed  against  it  enumerated. 

910— Promotion  and  Growth  of  the  Business. 

Extension  of  Electric  Service  into  Small  Country  Communities 
AND  Rural  Districts,  by  M.  C.  Osborn.  To  be  Read  before  the 
Northwest  Electric  Light  and  Power  Association,  September  9-11,  1914. 

The  rnethods  by  which  the  Washington  Water  Power  Comi)any  has  established 
a  paying  business  in  the  small  country  communities  and  rural  districts  around 
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Spokane,  are  described.  Tables  are  given  showing  a  comparison  of  the  estimated 
yearly  revenue  in  new  towns  before  delivery  of  service  with  the  yearly  revenue 
after  one  year's  service. 

COURT   DECISION   REFERENCES. 

129— Default  in  Public  Service. 

City  of  Wheeling  v.  Natural  Gas  Company  of  West  Virginia. 
Decision  of  the  Supreme  Court  of  Appeals  of  West  Virginia.  May 
12,  1914.     Rehearing  Denied,  July  1,  1914.     82  Southeastern  345. 

This  case  was  referred  to  in  5  Rate  Research  238.  It  is  now  available  in  the 
Southeastern  Reporter,  as  above  noted. 

381    City  Taxation. 

Millville  Water  Co.  v.  City  of  Millville.  Decision  of  the  Supreme 
Court  of  New  Jersey.     June  23,  1914.     90  Atlantic  1097. 

In  1897  the  City  of  Millville  agreed  with  the  Millville  Water  Company  that,  if 
the  company  would  erect  a  plant  to  supply  the  city  with  water,  the  city  would  take 
such  supply,  and  would  annually,  in  compensation  therefor,  exempt  the  water  com- 
pany "from  the  payment  of  all  taxes  except  those  levied  for  state  and  county  pur- 
poses." In  1912,  in  violation  of  this  agreement,  the  city  having  received  its  water 
supply,  compelled  the  water  company  to  pay  the  tax  due  to  the  city  for  that  year. 
Thereupon  the  water  company  sued  the  city  for  the  price  of  the  water  so  furnished, 
fixing  in  its  complaint  such  price  as  the  amount  of  the  tax  so  paid. 

The  main  ground  urged  by  the  defendant's  counsel  for  striking  out  this  com- 
plaint is  that  the  agreement  of  the  city  to  exempt  the  plaintiff  from  the  payment 
of  taxes  that  might  be  due  to  the  city  was  ultra  vires,  against  public  policy 
and  void. 

If  the  parties  to  this  contract  be  looked  upon  only  as  a  taxing  power  and  a  tax- 
pa3-er,  there  is  much  force  in  this  contention.  Such,  however,  is  not  the  atti- 
tude of  the  parties  to  this  contract,  and  was  not  in  1879,  when  the  city  entered 
into  it  to  induce  a  newly  formed  water  company  to  erect  a  plant  and  to  do  all 
things  necessar}'  to  supply  the  city  with  water. 

Having  succeeded  in  this  object,  and  having,  for  .35  years,  enjoyed  the  perform- 
ance of  this  agreement  on  the  part  of  the  plaintiff,  the  defendant  ought  not 
now  to  be  allowed  to  put  a  construction  on  its  contract  that  will  defeat  its  true 
intent  if  any  other  construction  is  at  once  consistent  with  the  meaning  of  the 
words  employed  and  the  obvious  intent  that  the  jjarties  had  in  mind.  We 
think  that  there  is  such  a  construction. 

138 — Contracts. 

United  Fuel  Gas  Co.  v.  West  ^'IRGINIA  P.wing  and  Pressed  Brick 
Co.  Decision  of  the  Supreme  Court  of  Appeals  of  West  Virginia. 
June  16,  1914.     82  Southeastern  329. 

A  consumer,  who  had  contracted  to  take  his  eiitir;'  supplj'  of  natural  gas  from  the 
company  for  a  period  of  three  years,  in  the  middle  of  the  term  began  to  purchase 
from  another  company.  The  gas  company  souglit  an  injunction  to  restrain  the 
l)urchase  of  gas  from  the  second  company  during  the  life  of  the  contract.  The 
court  afhrms  a  previous  decree  in  favor  of  the  brick  company,  holding  that: 

There  is  no  occasion  for  numerous  suits.  On  the  refusal  of  defendant  to  take 
plaintifT's  gas,  it  had  a  right  to  treat  the  contract  as  at  an  end,  and  to  sue  and 
recover  entire  damages  in  one  action. 
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RATES 

IPSWICH,  ENGLAND 

614 — Heating  and  Cooking. 

Ipswich  (England)  Corporation  Electric  Supply  has  adopted  a 
new  tariff  for  residences  which  it  terms  the  "Rateable  Value"  tariff  for 
the  purpose  of  encouraging  the  more  general  adoption  and  use  of  elec- 
tricity for  domestic  purposes  in  private  residences,  among  which  uses 
are:  lighting,  heating,  cooking,  ventilating,  light  baths,  ironing,  knife 
cleaning,  driving  sewing  machines,  etc.  The  "Rateable  value"  tariff 
consists  of  a  fixed  annual  charge,  equal  to  12|%  on  the  net  annual 
rateable  value  of  the  premises,  payable  in  four  equal  (]uarterly  instal- 
ments, in  addition  to  which  all  electricity  consumed  is  charged  for  at 
|d.  (1  cent)  per  unit  net,  no  matter  for  what  purpose  it  may  be  used. 
The  rental  of  the  meter  is  included  in  the  fixed  charge.  Further  expla- 
nation of  this  rate  is  taken  from  the  printed  pamphlet  issued  by  the 
company. 

"To  illustrate  the  advantages  of  this  method  of  charging,  an  example 
is  given  of  a  residence  the  net  assessment  of  which  for  rating  pur- 
poses (rateable  value)  is  £36  ($174.96)  per  annum.  The  present 
annual  consumption  for  lighting  purposes  is  330  and  a  further  400 
units  are  used  for  heating. 

ON  THE  PRESENT  FLAT  RATE  TARIFF: 

£  s.  d. 

330  units  per  annum  for  lighting  at  4(1.  (c.  8  cents) 5  10    0  (c.  $20.73) 

400  units  per  annum  for  heating,  etc.,  at  Id.  (c.  2  cents) .  .  1  13     4  (c.  $  8.10) 

Meter  rent  on  two  meters 0  10    0  (c.  $  2.43) 

Total £7     13    4     (c.  $37.26) 

ON  THE  RATABLE  "VALUE"  TARIFF. 

12^%  on  £36  (c.  $174.96)  as  fixed  charge       £4     10     0     (c.  $21.87) 

730  units  at  hd.  (c.  1  cent) 1     10    o     (c.    $7.39) 

Total £6      0    .-)     (c.  $29.26) 

"The  more  use  that  is  made  of  electricity  in  any  residence  the  greater 
the  saving  obtained  by  the  use  of  'Rateable  Value'  Tariff. 
"It  is  entirely  at  the  consumer's  option  whether  he  has  his  supply 
under  the  'Rateable  Value'  Tariff  or  under  the  ordinary  tariff,  but 
if  he  intends  making  use  of  electricity  for  heating  or  cooking,  it  is 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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clearly  to  his  aclvantag;e  to  adopt  the  former  tariff.  A  condition  is 
that  the  consumer  adopting  the  'Rateable  Value'  Tariff  shall  give 
an  undertaking,  which  is  embodied  in  the  Agreement  which  he  is 
required  to  sign,  that  he  will  remain  on  the  tariff  for  12  months  from 
the  date  of  transfer,  or,  in  the  case  of  a  new  consumer,  from  the  date 
of  commencing  to  take  a  supply. 

"The  Rateable  Value  shall  be  taken  as  that  existing  at  the  time  when 
the  consumer's  application  is  received,  Init  this  figure  shall  be  sub- 
ject to  adjustment  to  correspond  with  any  alteration  made  in  the 
assessment  of  the  premises  by  the  rating  authorities. 

"The  'Rateable  Value'  Tariff  supersedes  the  'Contract'  Tariff 
hitherto  in  force." 

COMMISSION  DECISIONS 
OREGON 

132    Protection  from  Competition. 

Complaint  v.  Oregon  Power  Company,  Alleging  that  Discriminations 
are  Practiced  to  Secure  Business  in  Competition  with  the  Municipal 
Plant.  Decision  of  the  Oregon  Railroad  Commission,  Attempting  to 
Eliminate  Unfair  Competition.     June  6,  1914. 

The  complainants  who  constitute  the  Water  Board  of  the  City  of 
Eugene  allege  that  the  Oregon  Power  Company,  furnishing  electric 
service  in  acti\e  competition  with  the  municipal  plant,  has  resorted  to 
discriminatory  practices  in  deviating  from  their  published  schedule  and 
offering  special  inducements  in  order  to  obtain  customers. 

1 29.1 — Discrimination. 

"It  appears,  for  instance,  that  defendant  has  loaned  electric  flat  irons 
to  customers,  present  or  prospective,  who  will  agree  to  use  the  same, 
mider  a  written  agreement  to  return  them  to  the  defendant  when  the 
use  ceases.  The  Commission  finds  that  such  practice,  open  generally 
to  the  public,  does  not  constitute  an  unjust  discrimination.  Such 
practice,  howcAcr,  comes  within  the  rules  of  the  Commission  relative 
to  the  filing  of  rate  schedules,  and  such  practice  is  held  to  l^e  a 
regulation  that  affects  the  rates  charged  for  service,  and  conse- 
quently should  be  included  in  the  schedules  filed  with  the  Commission 
pursuant  to  its  rules.  The  evidence  does  not  substantiate  the 
complaint  of  other  deviations  from  the  published  schedules  of  the 
defendant." 

132 — Protection  from  Competition. 

In  answer,  defendant,  after  setting  up  the  keen  competition  which 
exists  between  itself  and  the  municipal  lighting  and  power  plant  of  the 
city  of  Eugen(\  alleg(^s  that  the  city  of  Eugenie  has  used  methods  of 
competition  which  ar(^  unjust  and  that  defendant  has  suffered  irrepar- 
able injury  l)ecause  it  is  bound  to  adhere  to  its  schedules  on  file  with  the 
Commission,  whil(>  the  nnmicipally  owned  utility  is  under  no  such 
restrictions,  and  is  permitted  to  and  does  deviate  from  its  schedule  at 
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will.  The  defendant  requested  the  temporary  susjieusion  of  its  rate 
schedules  as  provided  by  Section  71  of  Chapter  279  of  the  General  Laws 
of  1911,  to  permit  it  to  compete  on  terms  of  equality  with  the  muni- 
cipally owned  utility  operated  and  controlled  by  the  plaintiffs.  .  . 
The  Commission  issued  an  order  stating  that  if  the  city  adopts  rates  and 
definite  rules  covering  instances  in  which  irregular ,  practices  have 
obtained  in  the  past, 

".  .  .  the  application  of  the  defendant  for  leave  to  deviate  from 
its  tariffs  will  be  denied ;  if  such  suggested  regulations  shall  not  b  e  so 
adopted  by  the  plaintiffs  and  the  city  of  Eugene,  the  Commission 
retains  jurisdiction  herein  for  the  purpose  of  making  an  appropriate 
order  relieving  the  defendant  from  the  necessity  of  adhering  to  its 
tariffs  as  to  such  business.     .     .     . 

"The  order  of  dismissal  is  without  prejudice  to  the  right  of  the  defend- 
ant again  to  present  an  application  for  relief,  if  in  the  future  it  sha  11 
be  made  to  appear  that  the  plaintiffs  are  not  adhering  to  their 
existing  schedules,  or  are  engaging  in  any  other  respect  in  unfair 
competition  with  the  defendant.     ..." 

PENNSYLVANIA 

132 — Protection  from  Competition. 

Pennsylvania  Utilities  Company  vs.  Lehigh  Navigation  Electric 
Company,  Asking  that  Respondent  be  Ordered  to  Desist  from  Pro- 
viding a  Duplicate  Electric  Service  in  Certain  Territory  Served  by 
Petitioner.  Decision  of  the  Pennsylvania  Public  Service  Com- 
mission, Holding  that  such  Order  Cannot  be  Issued  Under  the  Cir- 
cumstances in  This  Case.     July  9,  1914. 

''The  question  which  is  raised  by  the  averments  of  the  petition  and 
the  answer  in  the  nature  of  a  demurrer,  may  be  stated  as  follows: 
Has  the  Commission  authority  to  prevent  a  corporation  which  is  a 
public  service  company  incorporated  before  the  passage  of  the  Act 
of  July  26,  1913,  but  which  has  not  begun  the  exercise  of  its  rights, 
from  entering  upon  the  territory  prescribed  by  its  charter  because 
of  the  fact  that  this  territory  is  already  occupied  by  another  public 
service  company  rendering  adequate  service? 

"It  is  plain  that  if  this  question  be  answered  in  the  affirmative,  and 
the  authority  so  conferred  be  exercised  by  the  Commission,  the  result 
is  a  complete  nullification  of  the  charter  of  the  respondent.  If  an 
electric  light  company  cannot  enter  upon  the  territory  in  which  it  has 
been  granted  power  by  the  legislature  to  exercise  its  franchises  and 
privileges,  it  can  do  nothing.  It  is  frankly  conceded  that  there  is  no 
specific  grant  of  such  authority  to  the  Commission  to  be  found  in  the 
language  of  the  Act.  Since  the  Act  went  into  effect,  public  service 
companies  can  only  be  incorporated,  upon  the  determination  of  the 
Commission,  that  the  approval  of  the  application  is  'necessary  or 
proper  for  the  service,  acconunodation,  convenience  or  safety  of  the 
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public'  When  a  public  service  company,  acting  within  the  rights 
granted  by  its  charter,  undertakes  to  make  a  contract  with  a  muni- 
cipality, the  subject  matter  of  the  contract  is  still  within  the  control 
of  the  Commission.  The  Act  provides  that  'No  contract  or  agree- 
ment between  any  public  service  company  and  any  municipal 
corporation  shall  be  valid  unless  approved  by  the  Commission.' 
This  pro\'ision  seems  plainly  to  apply,  no  matter  at  what  time  the 
public  service  company  may  have  been  incorporated,  but  there  is  no 
provision  of  the  Act  which  goes  so  far  as  to  empower  the  Commission 
in  specific  language,  to  exclude  a  public  service  company  incorporated 
prior  to  the  going  into  effect  of  the  Act,  from  entering  upon  the 
territory  to  which  its  franchises  apply.  It  may  want  to  supply 
individuals  within  that  territory.  It  may  with  the  consent  of  the 
Commission,  supply  municipalities  there.  There  is,  on  the  other 
hand,  a  specific  provision  Ijearing  upon  the  subject  which  seems  to 
deny  such  authority.     Section  12  of  Article  III  provides : 

'Every  Public  Service  Company  shall  be  entitled  to  the  full  enjoy- 
ment and  exercise  of  all  and  every,  the  rights,  powers  and  privileges, 
which  it  lawfully  possesses  or  might  possess  at  the  time  of  the  passage 
of  this  Act,  except  as  herein  otherwise  expressly  provided.'  " 

"It  was  argued,  however,  with  much  vigor,  that  Section  2  of  Article  III 
does  give  necessary  authority.     This  section  provides  as  follows : 

'Upon  the  approval  of  the  Commission,  evidenced  by  its  Certificate  of 
Public  Convenience  first  had  and  obtained  and  not  otherwise,  it  shall 
be  lawful  for  any  proposed  public  service  company — (a)  To  be  incor- 
porated, organized  or  created,  *  *  *  .  q^-^  'p^  begin  the 
exercise  of  any  right,  power,  franchise  or  privilege,  under  any  ordi- 
nance, municipal  contract  or  otherwise.' 

"The  contention  is  that  since  the  respondent  had  only  been  chartered 
and  had  not  begun  to  exercise  any  of  its  powers  before  the  Act  went 
into  effect,  it  is  not  now  entitled  to  begin  such  exercise  without  the 
approval  and  certificate  of  the  Commission.  To  give  such  a  con- 
struction to  the  paragraph  would  be  to  bring  it  into  conflict  with 
Section  12  of  the  same  article  heretofore  cited.  The  whole  Act  must 
be  considered  and  such  part  of  it  be  given  its  due  weight,  m  order  that 
a  consistent  construction  be  reached.  If  it  be  at  all  possible,  from  the 
language  used.  It  is  entirely  possible  to  give  full  weight  to  the  words 
of  this  paragraph  without  being  compelled  to  reach  the  conclusion 
contended  for  by  the  complainant. 

"Under  Section  I  of  Article  I  of  the  Act,  public  service  companies 
consist  of  two  classes,  i.  e.,  corporation  and  'all  persons  engaged  for 
profit  in  the  same  kind  of  business.' 

"Paragra[)h  'a'  of  the  section  under  consideration  applies  only  to  the 
incorporation,  organization  and  creation  of  chartin-etl  companies.  It 
therefore  became  necessary  to  add  a  paragraph  to  cover  the  other  class 
of  public  service  companies,  consisting  of  persons  engaged  for  profit  in 
the  sam(>  kind  of  business.  This  api)ears  to  have  been  the  purpose  of 
paragraph  'b.'     Sucii  an  interpretation  harmonizes  all  of  the  related 
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sections  of  the  Act,  and  is  strengthened  by  the  use  of  the  word  'pro- 
posed.'    This  descriptive  word  cannot  be  appUcd  to  a  corporation  in 
existence  with  all  of  its  powers  and  franchises  befoi-e  the  joassage  of  the 
Act.    It  fits  exactly  the  case  of  a  combination  of  persons,  or  an  indi- 
vidual intending  to  engage  for  profit  in  that  kind  of  business,  but  who 
do  not  become  a  public  service  company  until  they  begin  the  exercise 
of  the  rights  conferred  upon  them." 
The   Connnission   concludes  that  it  does  not  have  the  authority  to 
prevent   the   respondent   from   entering   upon   the   territory   described 
in  its  charter.     The  complaint  is  dismissed. 

WISCONSIN 

580— Terms  and  Conditions. 

Petition  of  the  City  of  Manitowoc  as  a  Water  and  Light  Utility  for 
Authority  to  Alter  Rates.  Decision  of  the  Wisconsin  Railroad  Com- 
mission, Approving  the  Proposed  Changes.     June  30,  1914. 

The  Commission  approved  a  minimum  charge  provision  for  the  elec- 
trical department,  and  a  rule  regarding  charges  for  connecting  electric 
meters  submitted  by  the  applicant  as  follows: 

"Upon  the  cessation  of  electric  service  at  anyone  place  used  in  whole 
or  part  for  business  purposes  the  final  bill  for  service  there  shall 
include  a  charge  of  $1.00  for  installing  the  meter  there,  provided  that 
in  case  the  total  of  all  charges  for  electric  consumption  there  since 
the  beginning  of  such  service  shall  have  lieen  more  than  $2.00,  then 
only  such  part  of  $1.00  as  shall  make  such  total  $3.00  shall  be  in- 
eluded  in  said  bill." 

This  rule  is  to  be  put  in  effect  in  order  to  give  the  utility  a  reasonable 
degree  of  protection  against  losses  from  temporary  consumers. 

COURT  DECISIONS 
IDAHO 

132 — Protection  from  Competition. 

Idaho  Power  and  Light  Co.  v.  Blomquist.  Suit  to  Set  Aside  Decisions 
of  the  Idaho  Public  Utilities  Commission  Refusing  to  Permit  the 
Compan>-  to  Enter  Certain  Territory  in  Competition  with  Existing 
Companies.  Decision  of  the  Idaho  Supreme  Court,  Upholding  the 
Commission's  Decisions.     June  27,  1914.     141  Pacific  1083. 

The  Idaho  Power  and  Light  Co.  appealed  from  the  Commission's  decisions 
in  the  Great  Shoshone  and  Twin  Falls  Water  Power  Co.  case  (See  4 
Rate  Research  391),  and  in  the  Beaver  Dam  Power  Company  case  (See 
4  Rate  Research  393).  The  court's  decision  contains  an  exhaustive 
account  of  what  has  been  done  by  the  various  states  in  the  matter  of 
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competition,  quotes  liberally  from  decisions  of  commissions  and  courts 
and  miscellaneous  authoritative  publications,  and  gives  a  complete 
resume  of  the  provisions  of  the  laws  of  the  states  on  the  point.  The 
decision  is  especially  interesting  in  view  of  the  fact  that  the  Republican 
and  Democratic  parties  of  the  state  have  pledged  themselves  to  amend 
the  public  utilities  act  to  allow  competition. 

"By  the  public  utility  laws  of  the  several  states,  attempts  have  been 
made  on  the  part  of  their  Legislatures  to  correct  existing  difficulties 
between  public  service  corporations  and  the  communities  which  they 
serve.  The  first  general  steps  taken  by  the  Legislatures  were  to 
provide  for  rate  regulation  in  order  that  the  consumer  might  be 
protected  in  cases  where  there  was  no  competition.  Competition 
at  that  time  was  looked  upon  as  a  regulator,  and  rate  regulation  was 
accepted  as  a  protection  to  the  public.  Competition  between 
public  utility  corporations  led  to  rate  wars,  in  which  each  company 
tried  to  get  the  advantage  of  or  destroy  the  other,  and  usually 
resulted  in  the  destruction  of  one  of  the  competing  corporations,  or 
to  a  division  of  the  territory  between  them,  or  to  the  consohdation 
of  such  corporations.  Statutes  to  prevent  such  consolidations  and 
to  prevent  the  division  of  the  territory  have  been  enacted.  Those 
regulating  laws  were  differently  viewed  by  different  classes  of  people. 
Those  who  furnished  the  money  for  the  construction  of  the  utility 
system,  represented  by  stockholders,  bondholders,  mortgagees,  was 
one  class;  the  consumer  another;  promoters  another.  The  latter 
desired  no  regulation  w^iatever,  since  it  hampered  their  ability  to  sell 
prospective  utilities.  On  the  other  hand,  the  people  who  furnished 
the  money  desired  stability  for  their  investment.  It  was  the  desire 
of  the  stockholder,  bondholder,  or  mortgagee  not  to  have  his  invest- 
ment jeopardized,  and  it  was  the  desire  of  the  consumer  to  receive 
the   services   at   a   reasonable   rate   or   compensation. 

132.1— Natural  Monopolies. 

"Rate  wars  affected  such  investments,  and  either  one  company 
or  the  other  finally  had  to  go  out  of  business,  and  experience  shows 
that  there  can  never  be  any  permanent  competition  in  matters  of  this 
kind. 

132.2— Fair  Rates  and  Efficient  Service. 

"Under  these  various  utility  acts,  the  commission  is  generally 
given  power  to  regulate  rates  and  fix  a  specific  rate,  instead  of  a 
mere  maximum,  and  that  took  away  the  opportunity  for  rate  cutting, 
one  of  the  principal  instruments  of  warfare  between  such  cor- 
porations. Under  the  act  in  question,  the  commission  is  given 
power  to  fix  the  rate  absolutely,  and  neither  of  tlu^  competing 
companies  can  charge  more  or  less  than  the  rate  fixed.  Under  those 
conditions  competition  can  amount  to  nothing,  and  the  only  reason 
for  having  two  corporations  covering  the  same  field  is  to  secure 
satisfactory  service.  But,  under  our  utilities  act,  the  commission 
is  the  arbitrator  in  regard  to  all  matters  of  service.     If  the  utility 
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corporation  is  not  giving  satisfactory  service,  the  commission  has 
absolute  power  to  compel  it  to  do  so.  If  its  facilities  are  such  that 
the  cost  of  operation  is  unnecessarily  high,  the  commission  can 
enforce  the  installation  of  proper  machinery  and  facilities  and  a 
correspondingly  proper  charge  for  the  commodity  furnished.  The 
commission  may  force  the  public  utility  to  keep  abreast  of  the  times 
in  the  employment  of  proper  machinery  and  appliances  in  their 
plants  and  in  the  economic  conduct  of  its  business.  If  wasteful 
methods  are  indulged  in,  the  public  utility  must  bear  the  loss,  and  not 
the  consumer.  Thus  the  reason  for  competition  is  entirely  taken 
away.  The  rate  to  be  determined  by  the  commission  is  each  case 
is  a  reasonable  rate — a  rate  fair  to  both  the  consumer  and  the  supplier. 
If  there  are  other  methods  or  machinery  that  might  be  used  in  a 
plant  that  would  materiall>'  reduce  the  cost  of  production,  the 
commission  may  direct  the  utilit\'  to  install  such  machinery  or 
appliances,  and  in  case  it  refuses  to  do  so,  upon  proper  application, 
may  issue  a  certificate  of  convenience  and  necessity  to  a  utility 
corporation  that  will  do  so.  A  power  company  already  occupying 
a  field  may  be  giving  service  to  many  localities  where  it  cannot 
charge  sufficient  to  obtain  a  profitable  return.  Another  corporation 
might  thereafter  construct  its  plant  and  lines  into  the  profitable 
markets  of  such  company  and  thus  compete  for  the  most  desirable 
business.  In  this  way  it  might  take  the  cream  of  the  business  at  the 
very  least  expense,  and  cripple  the  company  that  was  furnishing  the 
commodity  to  the  more  extensive  field. 

132.8 — Unnecessary  Duplication. 

"There  is  another  question  that  affects  the  public  in  such  cases: 
An  existing  utility  has  already  expended,  say,  $1,000,000  in  the  power 
plant  and  transmission  lines  and  distribution  system  in  a  town. 
Another  utility,  coming  in  must  also  provide  a  power  plant  and 
transmission  lines  and  a  distribution  system.  If  there  is  to  be 
unrestricted  competition,  then  the  later  distril)ution  system  must 
cover  the  same  area  as  that  of  the  older  one.  If  it  costs  the  same 
money,  then  there  is  an  additional  $1,000,000  expended  in  a  town 
where  a  $1,000,000  system  would  be  amply  sufficient.  There 
would  be  two  sets  of  poles  and  transmission  wires  in  the  streets,  the 
construction  and  keeping  in  repair  of  which  would  necessarily 
interfere  with  and  obstruct  the  free  use  of  the  streets  by  the  people 
more  than  one  set  of  poles  and  wires;  and  two  sets  of  electrical  wires 
in  a  city  would  necessarily  increase  the  danger  to  the  lives  and  limbs 
of  the  people,  and  thus  interfere  with  the  peace,  health,  and  welfare 
of  the  community.  In  such  a  case,  when  a  commission  comes  to 
fix  rates,  it  will  be  confronted  with  this  situation:  It  finds  the  town 
provided  with  duplicate  plants;  each  company  is  entitled  to  have  a 
rate  fixed  so  as  to  give  a  return  upon  its  bona  fide  investment ;  there- 
fore the  rates  paid  by  the  people  must  be  upon  $2,000,000  instead  of 
upon  $1,000,000,  and  the  amount  of  money  collected  by  the  utilities, 
if  they  are  to  be  given  a  fair  return  on  their  investments,  must  be  nmch 
more  on  the  two  investments  than  it  would  upon  the  one.     And 
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the  total  amount  paid  by  the  consumers  must  be  more  than  it  need 
be  if  there  were  only  one  investment  and  one  system.  It  is  for  the 
benefit  of  the  pul^lie  that  the  hiohest  efficiency  be  obtained  from  a 
public  utility  and  that  it  ser\-e  the  public  at  the  lowest  cost,  and  such 
an  end  cannot  be  reached  if  the  connnunity  is  served  l)y  duplicate 
plants.  Where  a  $L000,000  plant  is  amply  sufficient  a  duplication 
of  such  plant  is  a  waste  of  resources  and  an  extra  tax  on  tlie  people. 

132— Protection  from  Competition. 

"The  state  ha\'ing  taken  away  the  rights  of  such  corporations 
to  fix  their  own  rates,  and  having  assumed  supervisory  power  over 
the  service  in  every  material  particular,  it  ought  to  pro^•ide  some  sort 
•  of  a  safeguard  for  those  who  furnish  the  money  to  construct  the 
system,  and  the  state  has  attempted  to  meet  this  situation  b>- 
providing  that  the  utility  already  in  the  field  shall  ha\e  that  field 
unless  public  necessity  and  convenience  require  an  additional  utility 
and  as  to  whether  the  public  convenience  and  necessity  require  an 
additional  utility  is  an  adminif^trative  matter,  left  with  the  com- 
mission to  ascertain  and  determine  under  supervisory  power  of  the 
court.  Any  erroneous  action  on  the  part  of  the  commission  in  that 
regard  may  be  corrected  bj^  the  court. 

"The  general  impression  has  been  that  competition  was  supposed 
to  be  a  legitimate  and  proper  means  of  protecting  the  interests  of  the 
public  and  promoting  the  general  welfare  of  the  people  in  respect  to 
service  by  public  utility  corporations;  but  history  and  experience 
has  clearly  demonstrated  that  public  convenience  and  the  necessities 
of  the  community  do  not  require  the  construction  and  maintenance 
of  several  plants  or  systems  of  the  same  character  to  sujiply  a  city  or 
the  same  locality,  but  that  public  con\enience  and  necessit>'  require 
only  the  maintenance  of  a  sufficient  number  of  such  instrumentalities 
to  meet  the  public  demands. 

"Those  provisions  were  intended  to  pre\ent  monopol>-,  and  (uitthroat 
competition,  which  can  only  result  in  monopoly.  Past  history  shows 
that  unregulated  competition  is  a  tool  of  unreguhited  monojioly 
as  the  word  "monopoly"  is  usually  understood. 

"Under  this  law  it  must  therefore  be  conceded  that  competition 
with  its  disastrous  effects  is  no  longer  needed  to  protect  the  public 
against  unreasonable  rates;  hence  there  is  no  longcn-  any  justification 
whatever  for  competition  or  the  du|)lication  of  utilit\-  plants  uucKm' 
the  pretences  of  preventing  mono|)oiy. 

132.2 — Fair  Rates  and  Eflacient  Service. 

"Some  will  no  doubt  become  incensed  by  tiie  action  of  th(>  |)ublic 
utilities  conunission  when  it  refuses  to  permit  a  utility  corporation 
to  duplicate  an  amply  sufficient  plant  to  supply  the  neetls  of  the 
community,  because  they  think  they  may  receive  services  at  a  little 
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less  rate;  but  they  overlook  the  fact  that  under  said  public  utilities 
act  the  comniission  may  fix  rates,  and  neither  company  can  furnish 
light  and  power  at  a  less  rate.  Tlie  public  utilities  commission  has 
ample  authority  to  fix  just  and  equitable  rates,  both  to  the  people 
and  to  the  corporation ;  that  is  made  a  part  of  its  duty,  and  the  con- 
sumer cannot  insist  on  a  less  rate  than  would  realize  the  corporation 
a  fair  return  on  its  lejiitimate  investment  and  sufficient  to  pay  for 
the  upkeep  of  the  plant  or  system,  and  the  legitimate  expense 
necessarily  connected  with  the  operation  of  such  system. 

132— Protection  from  Competition. 

"The  cry  'monopoly'  by  promotors  and  agitators  will  not  be  gi\en 
much  weight  by  thinking  people,  when  they  come  to  study  the 
question  of  public  utilities  carefully  and  to  thoroughly  consider 
from  various  viewpoints  the  welfare  and  financial  interests  of  those 
who  furnish  the  money  for  the  construction  of  utility  plants  and  those 
who  are  in  need  of  and  demand  the  products  or  services  of  such 
plants  for  their  comfort  or  prosperity.  Those  who  furnish  the  mone\- 
should  be  given  a  reasonable  interest  thereon;  the  corporation 
should  be  allowed  sufficient  to  keep  the  plant  in  good  repair  so  as  to 
give  the  patrons  good  service;  the  people  who  do  the  work  should  be 
paid  a  reasonal:)le  wage;  the  consumer  should  receive  the  product  or 
service  at  a  reasonable  compensation  or  rate.  The  interests  of  these 
four  classes  are  entitled  to  fair  and  just  consideration.  It  is  conceded 
at  the  present  time  by  the  leading  thinkers  of  the  country  upon  this 
subject  that  the  best  method  of  arri\ing  at  a  reasonable  rate  to  be 
charged  for  such  ser\ices  can  be  better  established  by  a  public 
utility  commission  than  by  competition,  especially  that  competition 
which  must  culminate  in  unregulated  monopoly.  If  monopoly  is  to 
be  regulated,  it  ought  to  be  regulated  in  a  way  that  equal  justice  may 
be  done  to  all.  The  consensus  of  opinion  at  the  present  time  clearly 
is  that  that  ol)ject  or  purpose  can  be  best  achieved  by  public  utilities 
laws  similar  to  the  one  under  consideration. 

"The  public  mind  has  been  so  long  impregnated  with  the  idea  that 
competition  is  the  only  relief  against  oppressive  monopoly,  it  is 
difficult  for  the  people  to  understand,  without  some  thought  and  study, 
that  such  oppressive  monopoly  may  be  removed  by  fair  and  just 
regulation,  antl  where  a  utility  corporation  has  had  no  competition 
in  a  city  or  town,  and  a  duplicate  plant  is  proposed  for  serving  the 
same  city  or  town,  and  by  its  promoters  better  rates  are  offered, 
it  is  but  natural  for  the  people  to  want  the  reduced  rates,  and  to 
encourage  the  erection  of  a  duplicate  plant.  But  experience  shows 
that  such  duplication  must  be  paid  for  by  the  community.  But 
if  a  public  utilities  commission  can  establish  reasonable  rates,  both 
for  the  corporation  and  the  users  of  its  product,  it  will  in  the  end  be 
better  for  all  concerned  than  cutthroat  competition.     .     .     . 

"It  is  provided  in  section  48a  that  no  electrical  corporation,  etc., 
shall  'henceforth'  begin  the  construction  of  an  electrical  plant,  etc. 
It  was  not  intended  that  a  public  utility  corporation  should  slip  in 
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between  the  passage  and  approval  of  said  act  and  its  going  into  effect 
and  procure  rights  that  would  depri\e  the  state  of  the  right  to 
regulate  it  in  its  operations  and  in  making  it  anienal)le  to  the  police 
regulation  of  the  state,  especially  where  it  had  not  begun  'actual 
construction  work  and  is  prosecuting  such  work  in  good  faith  and 
uninterruptedly  and  with  reasonable  diligence  in  proportion  to  the 
magnitude  of  the  undertaking',  as  provided  b>'  section  48b  of  said 
act.  Under  the  facts  of  this  case  it  clearly  appears  that  the  plaintiff 
had  not  begun  actual  construction  work  on  its  systems  within  either 
of  said  cities. 


>; 


REFERENCES 

RATES 

614 — Heating  and  Cooking. 

Cost  of  Electric  Cooking.  Journal  of  Electricity,  Power  and  Gas, 
J  page,  August  15,  1914,  p.  155. 

A  table  is  given  showing  the  results  of  tests  on  the  cost  of  cooking  for  an  average 
family  of  five  persons  with  current  at  three  cents  per  kilowatt-hour.  The  figures 
are  taken  from  a  paper  read  before  the  recent  meeting  of  the  Canadian  Electrical 
Association,  by  H.  S.  Brown. 

720— Rate  Schedules. 

TucuMAN  (Argentina),  A  Growing  Interior  Capital.  Daily  Con- 
sular and  Trade  Reports,  4  pages,  August  20,  1914,  p.  979. 

A  bi'ief  discussion  of  the  city's  electricity  supply  is  given.  Rates  charged  by  two 
of  the  three  electric  light  and  power  plants — The  Hidro-Electrica  de  Tucuman 
and  La  Electrica  del  Norte — are  as  follows: 

LIGHTING 

10.6  cents  per  kilowatt-hour  for  the  first  50  kilowatt-hours'  use  per  month. 
8.5  cents  per  kilowatt-hour  for  the  next  50  kilowatt-hours'  use  per  month. 
6.4  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours'  use  per  month. 
5.1  cents  per  kilowatt-hour  for  the  remaining  kilowatt-hours'  use  per  month. 

POWER 

6.4  cents  per  kilowatt-hour  for  the  first    100    kilowatt-hours'  use  per  month. 

5.1  cents  per  kilowatt-hour  for  the  next    100    kilowatt-hours'  use  per  month. 

4.2  cents  per  kilowatt-hour  for  the  next    200    kilowatt-hours'  use  per  month. 
3.4  cents  per  kilowatt-hour  for  the  remaining  kilowatt-hours'  use  per  month. 

621.1^Load  Factor. 

Apparent  Power  Paradox  in  making  Ice-Cream  by  IjLectrritv. 
Electrical  World,  f  page,  August  22,  1914,  p.  380. 

The  Central  Illinois  Pul)lic  Service  Company  found  that  as  an  ice-cream  factory 
approached  its  rated  output  the  specific  cost  of  production  actually  increased  in- 
stead of  decreased.     Curves  were  plotted  showing  the  energy  input  and  factory 
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production  for  twelve  months,  ;uk1  the  specific  energy  production  for  twelve 
months.  Here  it  was  revealed  that  the  kilowatt-hours  per  gallon  of  ice-cream 
were  less  in  May  than  in  June,  July  or  August,  even  though  the  pro;luction  was 
much  greater  in  each  of  the  latter  three  months.  The  exjDlanation  of  this  ap!)arent 
paradox,  however,  was  found  to  lie  in  the  fact  that  during  the  month  of  ^lay  it 
was  unnecessary  to  drive;  the  large  refrigerating  machine  at  its  full  rating,  while 
in  the  hotter  months  all  of  the  available  refrigeration  was  needed  and  the  20  h.  p. 
motor  worked  at  full  load. 

500 — Rate  Practice. 

Rates  for  Electricity  in  Different  Countries,  by  G.  Siegel. 
Electrical  World,  \  page,  August  22,  1914,  p.  387. 

The  conclusion  of  this  article,  which  was  referred  to  in  o  Rate  Rese.\rch  330, 
is  abstracted.  It  is  said  that  in  Holland  the  simple  meter  rate  is  prevalent. 
The  usual  charges  per  kilowatt  hour  are  8.5  and  10. .5  cents  for  lighting  and  4  and 
6  cents  for  motor  service.  Discounts  are  often  allowed.  In  the  simimer  resort 
Zandvort  temporary  residents  have  to  pay  25  cents  per  kilowatt-hour  for  lighting 
and  the  inhabitants  10.5  cents.  In  England  the  flat  rate  is  rarely  used,  but  meter 
rates  are  employed  with  greatly  varying  modifications.  Both  the  Wright  tariff 
and  the  telephone  system  are  based  on  the  pricniple  that  the  fixed  charges  should 
be  jirimarily  considered  in  the  development  of  the  rate  schedules.  In  Sweden, 
though  water-powers  are  used  to  a  large  extent,  flat  rates  are  rarely  ofTered. 
The  usual  system  is  a  simple  meter  scale  without  much  complication.  The 
article  closes  with  a  brief  review  of  the  different  tariffs  in  use  in  the  Ignited 
States. 


INVESTMENT  AND  RETURN 


300— Investment  and  Return. 

Pacific  Gas  and  Electric  Company,  Plaintiff,  vs.  City  and  County 
OF  San  Francisco,  Defendant.  In  the  District  Court  of  the  United 
States,  Northern  District  of  California,  Second  Division.  Report 
OF  Standing  Master  on  Motion  for  Preliminary  Injunction. 
Filed  July  20,  1914.     126  pages. 

This  is  the  report  of  Honorable  H.  M.  Wright,  Standing  Master  in  Chancery  in  the 
United  States  District  Court  in  the  case,  now  pending,  in  which  the  company  is 
seeking  to  restrain  the  enforcement  of  an  ordinance  fixing  seventy-five  cents  as  the 
maximum  rate  for  gas. 

The  master  in  his  draft  report  computed  that  a  rate  of  75  cents  w'ould  return  6  per 
cent  on  the  investment,  and  hence  concluded  that  the  injunction  should  be  denied. 
The  company,  in  the  objections  which  it  filed  the  draft  report,  showed  that  due 
to  a  serious  error  in  the  master's  computations,  the  suggested  rate  would  show 
only  a  5  per  cent  return.  The  master  filed  a  supplemental  report,  holding  that 
the  ordinance  will  be  found  to  be  unconstitutional  and  void,  and  concluded  that 
the  injunction  should  be  granted. 

There  is  much  discussion  of  Mr.  Hockenbeamer's  affidavit  on  the  cost  of  mone\- 
to  California  Utilities  (see  5  R.\te  Rese.\rch  137).  In  discussing  rate  of  return, 
the  master  holds  that  "the  court  should  be  careful  neither  in  the  particular  case 
to  seem  to  attempt  to  fix  a  rate,  nor  under  general  principles,  to  decide  any 
matter  in  advance  of  the  necessity  therefor;  and  that  the  question  of  minimum 
reasonable  return  should  be  left  open." 
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300 — Investment  and  Return. 

Thomas  Monahan,  as  Mayor  of  the  City  of  San  Jose,  Complainant, 
vs.  Pacific  Gas  and  Electric  Co.,  Defendant.  Before  the  Railroad 
Commission  of  the  State  of  California.  Argument  on  Behalf  of 
Defendant.     Filed  August  5,  1914. 

This  is  the  company's  brief  in  the  San  Jose  rate  case,  in  which  the  city  alleges 
that  the  company's  rates  for  electricity  are  excessive  and  unreasonable,  that  the 
minimum  charge  of  $1.00  is  unfair  and  unreasonable,  and  that  the  company  has 
at  various  times  refused  to  make  extensions. 

314.8 — Deficit  in  Early  Earnings. 

The  Earliest  Recorded  Estimate  of  the  "Development  Cost"  of  a 
Railway.    Editorial,  Engineering  and  Conti-acting , August  19,  1914,  p.  169. 

Development  cost,  or  the  deficit  in  fair  return  that  comes  as  a  sequel  to  "interest 
during  construction"  has  become  a  cost  item  of  great  importance  to  appraisers. 
There  are  still  some  engineers  who  seem  to  look  upon  this  cost  item  as  if  it  were 
a  new  discovery,  because  they  themselves  have  not  been  in  the  habit  of  estimating 
it.  Therefore  it  is  of  more  than  ordinary  interest  to  find  that  70  years  ago  a 
definite  estimate  was  made  of  the  probable  develoi:)meat  cost  of  a  railway. 
Attention  is  called  to  a  part  of  the  history  of  the  Northern  Pacific  Railroad 
wherein  probable  development  cost,  as  estimated  by  Asa  Whitney  in  1S4.5,  is 
given. 

MUNICIPALITIES 

830— Public  Ownership. 

Complete  Reports  on  Municipally  Owned  Utility  Plants  in  the 
State  of  Ohio.  Investigation  Made  by  Members  of  the  Staff  of 
the  Public  Service  Publishing  Company.  June,  July  and  August,  1914. 
Pamphlets,  31,  4.3  and  27  pages,  pages  1  to  112. 

Full  reports  on  equipment,  indebtedness,  accounting,  rates,  etc.,  of  the  munic- 
ipally owned  utilities  are  given. 

830— Public  Ownership. 

Municipal  Ownership  Defeated  at  Guthrie.  News  Item,  Elec- 
trical Review,  August  22,  1914,  p.  356. 

Although  reputedly  in  favor  of  municipal  ownership,  the  city  of  (Uithric,  Oklahoma , 
defeated  at  the  polls  on  August  11  proposals  to  issue  bonds  not  to  exceetl  $500,000 
to  buy  the  electric  light  and  power  plant,  $40,000  for  water  works,  and  to 
increase  the  tax  levy  to  meet  the  bonds. 

840— Public  Operation. 

Committee  Report  on  Unified  Electricity  Supply  for  Londo.x. 
Electrical  Revieiv,  f  page,  August  22,  1914,  p.  385. 

The  report  of  the  committee  of  the  London  County  Council,  refcrreil  to  in  "> 
R.\TE  Research  334,  is  reviewed.  It  is  pointed  out  that  the  committee's  plan 
for  i)rivate  operation,  is  interesting  in  view  of  the  fact  that  one  of  the  favorite 
arguments  of  municipal  ownershij)  advocates  in  this  countrj',  has  always  been 
to  cite  the  advantages  which  they  say  are  secured  under  munici])al  ownership, 
control  and  operation  of  public  utilities  in  Great  Britain.  In  regard  to  the 
provisions  of  the  new  plan,   the  report  of  the  committee  is  quoted  as  follows: 

"It  represents  a  combination  of  i)rivate  and  municipal  enterprise  designed 
to  insiu'e  full  control  by,  and  an  adequate  share  of  profits  to  the  public,  with 
the  flexibility  .and   conmiercial   enter])riso  due   to  corporate^   management.     The 


Rate     Research  351 


best  features  of  both  systems  of  working  will  thus,  it  is  hojjed,  be  secured.  More- 
over, under  the  arrangement  contemplated  it  is  hoped  that  the  services  will  be 
secured  in  the  working  of  the  new  indertaking  of  those  who  have  had  wide  ex- 
perience in  the  electrical  industry  and  the  peculiar  conditions  existing  in  the 
area  to  be  dealt  with." 

GENERAL 

950 — Progress  in  the  Act. 

Hydroelectric  Development  in  Germany.  Ddiltj  Cothsuldr  and 
Trade  Reports,  2\  pase.s,  August  17,  1914,  p.  913. 

Data  concerning  important  German  hydroelectric  plants  are  given.  There  is 
a  statement  of  the  rates  charged  by  the  Kraft ubertragungs-Werke  Rheinfelden, 
A.-G.,  constructed  jointly  by  the  Swiss  and  Germans  at  Wyhlen,  near  Basel. 

112 — Franchises. 

Kansas   City   Franchise,  l)y  Delos   F.  Wilcox.      Electric   Railway 

Journal,  1  page,  August  22,  1914,  p.  348. 

In  this  communication  Mr.  Wilcox  replies  to  the  criticisms  of  Mr.  Kealy,  referred 
to  in  5  Rate  Research  320. 

COURT  DECISION  REFERENCES. 

380— Taxation. 

Wilkes-Barre  &  W.  V.  Traction  Company  v.  Davis.     Decision  of 

the   District   Court,    M.    D.    Pennsylvania.     June   3,    1914.     214 

Federal  511. 

A  street  railroad  company  leased  at  a  gi-aded  annual  rental  its  system  of  street 
railways,  to  another  company  for  a  long  term,  and  thereafter  engaged  in  no  other 
business  than  to  maintain  and  preserve  its  corporate  existence,  receiving  the 
rent,  and  distributuig  the  income  among  its  stockholders.  The  court  holds 
that  it  was  no  longer  "doing  business"  as  a  traction  company,  and  was  therefore 
not  subject  to  franchise  taxation,  under  Act  August  5,  1909  c.  6,  .36  Stat.  112,  §38 
(U.  S.  Comp.  St.  Supp.  1911,  p.  946)  which  is  only  applicable  to  corporations 
doing  business  in  a  corporate  capacity  as  authorized. 

129 — Default  in  Public  Service. 

Murray  v.  City  of  Pocatello.  Decision  of  tlie  Circuit  Court 
OF  Appeals,  Ninth  Circuit.     May  11,  1914.  214  Federal  214. 

The  decision  of  the  District  Court,  Eastern  District  of  Idaho,  in  this  case,  was 
abstracted  in  4  Rate  Research  28.  The  Circuit  Court  afhrms  the  decision  of 
the  lower  court,  holding  that  the  ordinance  reciuired  the  appellant  to  bring  in 
all  the  waters  of  Mink  creek  as  well  as  to  make  the  specified  extensions,  for  which 
he  received  consideration  in  the  concessions  nuide  by  the  city,  and  that,  on  the 
facts  shown,  the  city  was  entitled  to  a  decree  annulling  the  ordinance. 

115 — Use  of  Public  Highways. 

Thropp  et  al  v.  Public  Service  Electric  Company.  Decision  of 
the  Court  of  Chancery  of  New  Jersey.  Julv  7,  1914.  91  Atlantic 
318. 

An  abutting  property  owner  sought  to  enjoin  the  company  from  erecting  poles 
on  its  land  claiming  that  the  poles  on  his  property,  even  for  public  lighting  pur- 
poses, are  an  unlawful  invasion  of  his  property  rights.     It  is  held  that  the  company 
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is  justified  because  it  is  under  contract  with  tlie  township  to  furnish  .electric 
street  lighting,  but  that  the  company's  use  of  poles  much  larger  and  higher  than 
was  necessary  for  the  purpose,  in  order  to  carry  a  high-tension  transmission 
system  intended  for  the  sale  of  electricity  to  i:)rivate  consumers,  was  unlawful, 
and  subject  to  injunction. 

112 — Franchises. 

Mayor  and  Council  of  City  of  Hagerstown  v.  Hagerstown  Ry. 
Co.  OF  Washington  County.  Decision  of  the  Court  of  Appeals  of 
Maryland.     March  31,  1914.     91  Atlantic  170. 

The  city,  having  granted  the  company,  the  right  to  use  the  streets  for  poles  and 
wires  to  supply  the  city  with  light,  and  having  taken  electricity  for  a  number  of 
years  for  street  lighting  eventually  built  a  municipal  plant.  It  attempted  to  oust 
the  company'  from  the  streets,  on  the  ground  that  the  ordinance  is  void.  The 
court  holds  that,  since  the  city  had  entered  into  a  contract  with  the  company 
for  street  lighting,  and  had  allowed  the  company  to  expend  large  sums  in  improvc- 
ing  its  service,  it  was  estopped  from  claiming  that  the  company  operated  without 
its  consent. 

"After  the  appellee  has  used  the  streets  of  the  city,  under  the  circumstances 
and  for  the  purposes  stated,  for  more  than  14  years,  it  would  be  most  inequitable 
to  permit  the  city  to  assert  that  it  did  not  give  its  consent  to  such  use  of  the 
streets.  To  compel  the  appellee  to  remove  its  poles  and  to  abandon  the  business 
which  it  has  established  at  much  cost,  and  which  the  city  encouraged  and  i"eg- 
ulated,  would  impose  a  great  hardship  upon  the  appellee.  Such  demands 
cannot  appeal  to  a  court  of  equity,  and  upon  no  principle  of  right  and  justice 
can  the  relief  prayed  in  this  case  be  granted." 

224 — Rate  Regulation. 

Borough  of  Bellevue  et  al  v.  Ohio  Valley  Water  Company. 
Decision  of  the  Supreme  Court  of  Pennsylvania.  April  20,  1914. 
91  Atlantic  36. 

A  contract  had  been  entered  into  between  the  borough  of  Bellevue  and  the  water 
company  which  fixed  the  rates  to  be  charged  for  the  use  of  water.  Subsequently 
the  water  company  increased  its  rates,  and  the  borough  and  certain  citizens  filed 
a  bill  restraining  the  water  company  from  enforcing  its  new  rates.  The  Court 
refused  the  injunction. 

"If  the  case  in  any  of  its  aspects  involves  the  reasonableness  (m-  unreasonable- 
ness of  water  rates,  it  is  a  sufficient  answer  to  say  that  the  section  of  the  act 
of  April  29,  1874  (P.  L.  73),  which  gave  coiu'ts  the  power  to  determine  questions 
of  this  character,  was  repealed  by  the  Public  Service  Company  Law,  approved 
July  26,  1913  (P.  L.  1374).  In  other  words,  the  legislature  "took  this  power 
away  from  the  courts  and  conferred  it  u]ion  the  Public  Service;  Conunission. 
Hereafter,  so  long  as  the  act  of  1913  remains  in  force,  the  ciuestion  of  the  reas- 
onableness of  rates  established  by  ])ublic  service  corporations  nuist,  in  the 
first  instance,  be  submitted  to  the  PuIjHc  Service  Commission  when  challenged. 

"It  [the  contract  between  the  borougli  and  the  company]  is  not  a  continuing 
binding  contract  enforceable  through  a  court  of  equity.  This  is  so,  not  because 
the  co(uis  have  any  desire  to  avoid  tlie  pcrforinancc  of  duties  cast  u])()n  Ihem 
by  the  law,  l)ut  Ix'cause  the  people,  speaking  througli  the  L(>gislature,  have 
declared  that  these  duties  shall  be  performed  by  a  special  tril)unal  created 
for  tlu!  i)uri)()se.  The  disposition  everywhere  is  to  commit  ciuestions  relating 
to  the  regulation,  and  to  the  rates  of  public  service  corporations,  to  the  super- 
visory powers  of  special  tribunals,  and  conccdedly  matters  of  this  character 
are  within  the  domain  of  legislative  action." 
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stracted herein,  the  Association  does  not  hold  itself  responsible 

COMMISSION  DECISIONS 

NEW  JERSEY 
112.5 — Ordinance  Rates. 

City  of  Plainfield  v.  Public  Service  Electric  Company.  Regarding 
Enforcement  of  Contract,  Requiring  Free  Lighting  of  Public  Building; 
Decision  of  the  New  Jersey  Board  of  Public  Utility  Commissioners, 
Ordering  the  Company  to  Comply  with  the  Terms  of  the  Contract. 
April  1/1914. 

The  Company  notified  the  City  of  Plainfield  that  it 

"  'is  convinced  that  it  cannot  longer  continue  to  lawfully  furnish  free 
lighting  to  the  municipal  buildings  in  the  City  of  Plainfield,  and  unless 
a  contract  for  that  purpose  is  made  before  the  first  of  Febru'ary  next, 
the  Company  will  be  constrained  to  discontinue  the  lighting  of  such 
buildings  at  that  time.' 

"In  this  posture  of  affairs  the  City  petitioned  this  Board  ...  to 
make  an  order  requiring  the  respondent  to  comply  with  the  terms  of 
the  ordinance  and  the  covenants  of  the  agreement  as  set  forth 
above,  and  in  conformity  therewith  to  continue  to  light,  without 
charge,  the  municipal  buildings  of  Plainfield." 

220 — General  Powers  of  Commissions. 

"The  petitioners  rest  their  request  for  such  an  ordinance  upon  Chapter 
195  of  the  Laws  of  1911  (II,  17,  (a)).  This  provides  that  the  Board 
shall  have  power,  after  hearing,  by  order  in  writing,  to  require  every 
public  utility 

''(a)  'To  comply  with  the  laws  of  this  State  and  any  municipal 
ordinance  relating  thereto,  and  to  conform  to  the  duties  imposed  upon 
it  thereby,  or  by  the  provisions  of  its  own  charter,  whether  obtained 
under  any  general  or  special  law  of  this  State. 

"The  Board  is  clearly  of  opinion  that  the  section  of  the  statute  cited 
warrants  the  Board  to  order  a  public  utility  to  comply  with  the  laws 
of  this  State  which  relate  to  the  utility  by  reason  of  the  utility's 
specific  character  as  a  duly  delegated  agent  of  the  State  for  affording 
service,  safe,  adequate  and  proper,  at  reasonable  rates,  and  without 
undue  or  unjust  discrimination. 

"But  it  is  a  hazardous  pressing  of  the  language  of  the  statute  which 
would  make  it  imply  that  this  Board  may  order  a  public  utility  to 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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make  a  payment  of  money  lawfully  due  to  a  contractor  for  work 
done,  or  to  comply  with  a  contract  which  differs  in  no  way  from  a 
contract  assumed  by  private  parties. 

"The  enforcement  of  obligations  such  as  that  just  instanced  of  a 
public  utiUty,  it  was  clearly  never  intended  to  impose  upon  an 
administrative  board,  or  to  withdraw  even  in  the  first  instance  from 
the  jurisdiction  of  the  courts. 

"If  the  obligation  of  the  respondent  to  light  without  charge  the 
public  buildings  of  Plainfield  as  a  continuous  payment  for  respond- 
ent's right  of  entry  upon  and  occupancy  of  streets  of  Plainfield,  said 
rights  being  obtained  when  its  franchise  from  Plainfield  was  bar- 
gained for,  were  one  flowing  wholly  from  a  contract  that  in  its 
nature  is  entirely  akin  to  a  contract  between  two  private  individuals 
it  would  be  an  obligation  not  intended  for  this  Board's  cognizance 
or  enforcement  under  the  statute. 

"But  this  Board  is  not  persuaded  that  the  contractual  obligation  of 
the  respondent  to  light  the  city  buildings  free  of  charge  is  one  arising 
from  a  contract  such  as  might  be  concluded  by  the  respondent  in  a 
quasi-private  capacity.  The  passage  and  acceptance  of  the  ordi- 
nance approved  July  12th,  1898,  created  certain  contractual  rights 
and  obligations,  such  as  the  designation  of  streets  on  which  the 
franchise's  distributing  apparatus  may  be  placed,  are  described  in 
the  ordinance.  But  the  rights  and  obligations  created  by  the 
passage  and  acceptance  of  the  ordinance  are  not  set  forth  in  their 
entirety  in  the  ordinance,  but  are  defined  in  the  subsequent  agree- 
ment. This  fact  is  attested  by  the  preamble  of  the  agreement  of 
November  28th,  1898,  wherein  it  is  explicitly  stated  that: 

"  'It  was  understood  and  agreed  before  the  passage  of  the  said  ordinance, 
and  in  consideration  thereof,  that  the  said  Plainfield  Gas  and  Electric 
Light  Company  should  enter  into  this  contract  for  the  benefit  of 
the  said  inhabitants  of  the  City  of  Plainfield  and  all  persons  residing 
therein.' 

"Hence  the  omission  of  the  ordinance  to  recite  each  and  all  of  these 
contractual  rights  and  obligations  in  extenso  does  not  operate  to  de- 
prive the  rights  and  obligations  subsequently  set  forth  in  the  agree- 
ment, of  the  binding  force  imparted  to  them  by  the  passage  and 
acceptance  of  the  ordinance.  By  necessary  implications  the  rights 
and  obligations  recited  in  the  agreement  become  part  and  parcel  of 
the  contract  created  by  the  passage  and  acceptance  of  the  ordinance, 
although  their  reduction  to  writing  was  subsequent  to  the  approval 
of  the  ordinance.  Being  a  necessarv  and  pre-(lestin(nl  conipleinent 
to  the  contractual  rights  and  obligations  named  preliminarily  in  the 
ordinance,  this  Board  has  no  alternative  but  to  regard  them  to  all 
intents  and  purposes  as  part  of  the  contract  effected  by  the  passage 
and  acceptance  of  the  ordinance,  and  as  (Mititled  under  the  statute 
of  the  same  enforcement  as  thougli  the  original  ordinance  had  set 
them  all  forth  at  length." 
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129.1 — Discrimination. 

The  respondent  urged  that  to  furnish  the  free  service  would  be  unjust 
discrimination  which  is  forbidden  in  the  Pubhc.  UtiUties  Act. 

"The  Board  is  of  the  opinion  that  this  contention  is  groundless. 
Undue  or  unjust  discrimination  was  forbidden  at  the  common  law 
prior  to  the  enactment  of  Chapter  195,  Laws  of  1911.  If  such 
rights  which  municipalities  have  obtained  by  contract  whether 
incorporated  in  ordinances  or  not,  when  bargaining  in  respect  of 
franchise  grants,  are  void  now;  they  have  long  been  void  hitherto. 
That  such  rights  have  been  upheld  in  many  adjudications  precludes 
the  assumption  that  they  were  void  or  have  become  void.  Such 
a  position  may  readily  prove  a  double-edged  tool  for  public  utilities. 
If  the  covenants  under  which  they  obtained  rights  of  entry  always 
were  void,  the  franchises  in  question  are,  many  of  them,  in  a  parlous 
state.  The  utilities  are  not  entitled  to  the  rights  they  have  obtained 
by  such  contracts,  unless  they  honor  the  valid  considerations  re- 
quired of  them  by  virtue  of  such  contracts. 

"The  Board  is  of  the  opinion  that  when  a  public  utility  bargains  with  a 
municipality  for  rights  of  entry  upon  and  occupancy  of  the  public 
street,  the  public  utility  acts  in  a  unique  capacity;  that  in  such 
unique  capacity-  it  may  assume  obligations  to  make  a  return  for 
such  franchise  privileges  as  it  seeks,  and  may  express  such  obliga- 
tions in  terms  of  money,  or  of  service.  It  may  in  such  capacity 
lawfully  undertake  to  pave  the  streets  traversed  by  its  cars.  It 
may  in  such  capacity  undertake  to  pay  to  the  municipality  in  money 
a  certain  portion  of  its  receipts.  It  may  in  such  capacity  undertake 
to  afford  a  stipulated  amount  of  free  service,  such  as  free  lighting 
or  free  telephone  service  for  municipal  buildings. 

"The  essential  thing  is  that  the  obligation  so  undertaken,  even  though 
expressed  in  terms  of  service  to  be  rendered  without  money  payment, 
is  one  assumed  by  the  public  utility  as  a  bargainer  with  a  body 
politic,  not  as  a  duly  deputized  and  enfranchised  agency  required 
to  afford  service  to  the  generality  of  consumers  without  undue  or 
unjust  discrimination. 

"It  is  one  thing  to  promise  service  without  charge  when  the  utility 
bargains  with  a  body  politic  for  a  franchise;  it  is  a  radically  different 
thing  for  a  utility  duly  enfranchised  to  sell  service  to  the  public 
generally.  In  the  one  case  the  utility  buys  particular  privileges 
from  a  particular  body  politic;  in  the  other  case,  the  utility  sells 
services  to  consumers  generally.  In  the  one  case  it  buys  franchise; 
in  the  other  it  sells  a  service. 

"The  Board,  therefore,  is  clearly  of  opinion  that  for  the  respondent 
to  light  without  charge  the  public  buildings  of  the  City  of  Plainfield 
does  not  involve  undue  or  unjust  discrimination,  but  that  the  re- 
spondent is  bound  to  afford  such  lighting  service  without  charge  to 
the  Citv  of  Plainfield. 
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"The  alternative  contention  of  the  respondent  that  such  hghting 
service  without  charge  is  a  tax,  and  may  be  deducted  by  the  respon- 
dent under  the  Voorhees'  Act  from  the  taxes  paid  to  the  municipahty, 
is  a  matter  not  within  the  competence  of  this  Board." 


WISCONSIN 

840 — Public  Operation. 

Apphcation  of  the  Richland  Center  Electric  Light  and  Water  Plant 
for  Authority  to  Increase  Rates.  Decision  of  the  Wisconsin  Rail- 
road Commission,  Adjusting  Rates,  June  20,  1914. 

The  propriety  of  authorizing  a  municipal  plant  to  charge  consumers 
outside  the  city  limits  a  higher  rate  than  is  charged  residents  of  the 
municipality,  first  considered  by  this  Commission  in  the  Fort  Atkinson 
case  (3  Rate  Research  294),  is  again  discussed  in  this  case.  The 
decision  says: 

"The  question  relating  to  charge  for  current  for  lighting  furnished  to 
consumers  outside  of  the  city  limits  was  discussed  at  some  length  in 
the  hearing.  The  contention  was  made  that  the  people  outside  of 
the  city  are  customers  who  have  no  just  complaint  if  they  are  charged 
a  somewhat  higher  rate  than  the  taxpayers  in  the  city  so  long  as  the 
rate  they  are  charged  is  a  fair  one  as  between  them  and  the  owners 
of  the  plant.  The  argument  is  a  difficult  one  to  meet.  Municipal 
public  utilities  are  established  by  reason  of  the  desire  of  the  inhabi- 
tants of  a  municipality  to  furnish  for  themselves  the  convenience  and 
comforts  of  those  public  services  offered.  They  are  not  generally 
entered  into  as  an  enterprise  of  gain  to  the  city.  Indeed,  there  might 
arise  a  troublesome  legal  question  of  power  to  so  act  if  a  city  under- 
took any  purely  commercial  lousiness.  But  when  a  municipality 
estalilishcs  an  electric  light  plant  in  order  to  supply  its  inhabitants 
with  the  conveniences  arising  therefrom  common  sense  and  good 
business  allow  that  it  should  sell  its  surplus  product  if  possible, 
rather  than  waste  it.  If  to  dispose  of  as  mucli  of  its  product  as  possible 
it  ventures  beyond  the  limits  of  the  city,  the  residents  in  the  region 
thus  entered  are  in  about  the  same  position  as  would  be  theirs  if 
they  were  dealing  with  an  entirely  pri\ate  enterprise.  In  fact,  as 
to  those  consumers  the  furnishing  of  current  by  the  nearby  city  is 
virtually  a  private  enterprise.  It  seems  therefore,  that  so  long  as  the 
rate  charged  them  is  fair  they  cannot  complain  of  discrimination 
against  them  because  they  are  charged  a  sligiitly  highci'  rate  than 
the  residents  of  the  city.  Aside  from  this  view  of  the  situation  there 
are  certain  reasons  why  it  might  be  practicable  for  the  city  to  afford 
service  to  persons  living  within  its  jurisdiction  at  a  slightly  lower  rate 
than  it  furnishes  sei'vicc  to  outsiders.  We  need  mention  only  the 
additional  lev(>rage  it  has  in  the  matter  of  the  collection  of  bills  from 
householders  on  its  tax  rolls.  The  analysis  of  the  position  of  the  out- 
side consumer  given  above  seems  sufficient,  however,  to  make  clear 
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the  justice  to  both  city  and  non-resident  of  a  luj2;her  charj-jje  to  non- 
resident consumers  in  certain  cases,  providing;  the  difference  in 
charges  is  not  disproportionate  to  the  elements  wliich  make  sucli  a 
difference  proper.     .     .     . 

In  this  case  the  city  is  charging  a  rate  of  10  cents  per  kilowatt-hour 
to  residents  and  seeks  to  charge  11  cents  per  kilowatt-hour  to  non- 
residents. It  appears  to  us  that  the  rate  sought  to  be  established 
is  proper,  in  view  of  all  the  circumstances. 

NEVADA 

300 — Investment  and  Return. 

Investigation  of  the  Nevada-California  Power  Company  to  deter- 
mine Reasonable  Rates  for  Electric  Light  and  Power.  Decision  of 
the  Nevada  Public  Service  Commission,  Fixing  Rates,  January  29, 
1914. 

The  Commission  on  its  own  motion  investigated  the  lighting  and  power 
rates  of  respondent's  entire  district  in  southern  Nevada,  comprising  the 
towns  of  Tonopah,  Goldfield,  Rhyolite,  Pioneer,  Manhattan,  Round 
Mountain,  Millers,  Blair  and  Silver  Peak. 

The  territory  served  is  chiefly  a  mining  district  and  the  company  con- 
tends that  its  business  is  hazardous  for  the  reason  that  the  mining 
industry  is  fluctuating  in  character  and  of  uncertain  tenure. 

With  reference  to  the  uncertainty  of  mining  camps  generally  the  prin- 
ciples laid  down  by  the  Commission  in  the  case  of  the  City  of  Ely  v. 
Ely  Light  and  Power  Company  may  be  fairly  applied  in  this  case. 
Speaking  through  Chief  Commissioner  Bartine,  The  Commission  said: 

"  'Too  much  weight  should  not  be  given  to  the  claim  that  mining 
camps  are  short-Hved,  for  the  purpose  of  justifying  what  might  ap- 
pear to  be  excessive  rates.  When  a  public  service  corporation  en- 
gages in  business  in  such  a  locality,  it  takes  no  greater  risks  generally 
than  most  business  men  in  the  same  place.  It  is  sometimes  said  that 
there  is  a  difference  between  a  public  service  corporation  and  parties 
engaged  in  other  lines  of  business  in  this;  that  the  public  service  cor- 
poration is  subject  to  regulation,  while  other  callings  are  not.  It  is 
hard  to  say  just  how  much  weight  should  be  attached  to  this  distinc- 
tion. While  it  is  true  that  a  merchant  in  a  mining  camp  is  not  subject 
to  regulation,  it  is  equally  true  that  he  is  subject  to  competition. 
On  the  other  hand,  while  the  public  service  corporation  is  subject  to 
regulation,  in  small  communities  it  is  free  from  competition.  In 
other  words,  as  elsewhere  herein  stated,  public  service  corporations 
are  generally  monoplies,  having  complete  control  of  the  business  in 
their  particular  lines.  .  .  .  The  principle  does  not  seem  to  be 
entirely  sound  that  a  public  service  corporation  engaging  in  business 
in  a  mining  camp  should  be  absolutely  secured  against  loss,  by  be- 
ing allowed  to  charge  extraordinary  high  rates,  whiile  everyone  else 
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engaged  in  business  therein  must  accept  such  prices  as  he  can  get 
for  what  he  has  to  sell.  Putting  it  briefly,  the  public  service  cor- 
poration and  the  community  which  it  serves  must  stand  or  fall 
together.  So,  that,  while  it  may  be  proper  to  allow  something  ad- 
ditional to  a  public  service  corporation,  in  the  way  of  charges  be- 
cause of  the  uncertainty  of  the  life  of  a  mining  camp,  we  should  also 
be  exceedlingly  careful  for  the  reasons  above  stated,  not  to  attach 
undue  weight  to  this  consideration.'  " 

319.1-  Water  Power  Rights. 

The  determination  of  a  proper  value  of  the  company's  water  power 
rights  was  discussed  at  length.  The  company's  claim  and  the  method 
used  by  the  company  in  arriving  at  this  ^'alue  is  set  forth.  The  differ- 
ence between  the  amount  actually  expended  in  securing  these  rights, 
and  the  amount  claimed  by  the  company  is  termed  the  unearned  incre- 
ment value  of  water  power  right.  The  Commission  states  that  this 
unearned  increment  value  is  analogous  to  intangible  franchise  value. 
A  number  of  citations  from  the  decisions  of  Commissioners  and  courts 
are  given  holding  that  franchise  values  f^hould  not  be  included  in  value 
for  rate  making  purposes.     In  conclusion  the  decision  says: 

"The  foregoing  court  rulings  on  the  law  of  water  appropriation  and 
regulation  in  California,  and  covering  specifically  the  question  of 
water  right  value,  seemingly  precludes  this  Commission  from  allow- 
ing any  unearned  increment  value  to  cover  water  rights  appropriated 
under  the  laws  of  California. 

"Moreover,  after  careful  review  of  the  laws  covering  the  appropriation 
of  water  in  both  California  and  Nevada,  we  have  reached  the  conclu- 
sion that  the  public  should  not  be  obliged  to  pay  a  return  upon  more 
than  the  bona  fide  investment  value  of  a  developed  water  right.  This 
for  the  reason  that  the  water  right  was  originally  a  grant  from  the 
public  without  payment  therefore  or  restriction  on  the  freedom  of  its 
highest  development  and  use,  and  also  because  the  State  has  dedi- 
cated such  property  to  beneficial  public  use. 

314 — Overhead  Charges. 

"Ordinarily  the  same  necessity  should  not  exist  for  as  high  a  percentage 
in  overhead  factors  when  the  'original  cost  method'  of  valuation  is 
used  as  when  the  'reproduction  (new)  method'  is  used,  or  when  an 
estimate  is  being  made  to  cover  the  cost  of  new  construction.  This  for 
the  reason  that,  in  applying  the  original  cost  method,  the  engineering 
and  accounting  records  are  closely  followed  and  actual  costs  applied 
as  nearly  as  may  be,  whereas,  in  making  an  estimate  for  new  con- 
struction or  to  reproduce  (new)  property  already  constructetl,  the 
overhead  expenses  may  be,  and  usually  are  to  a  considerable  extent, 
unknown,  and  \hvre  is  therefore  latitude  for  a  wider  range  in  esti- 
mating the  percentages  which  shoul(hip{)ly.  .  .  .  Keeping  in  mind, 
however,  that  Nevada  is,  speaking  generally,  a  higher  cost  country 
than  other  sections  of  the  United  States,  and  that  the  engineering 
and  accounting  records  of  many  utilities  prior  to  the  creation  of  the 
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Public  Service  Commission  were  poorly  audited,  thus  making  it  diffi- 
cult and  often  impossible  to  report  the  actual  costs,  the  Commission, 
actuated  by  a  desire  to  l)e  fair,  will  make  an  allowance  of  17|  per  cent 
for  overhead  costs  in  all  cases  where  they  are  not  actually  determined." 

720 — Rate  Schedules. 

The  Commission  issued  an  order  reducing  the  Company's  rates  and 
eliminating  certain  inequalities.  The  rates  prescribed  by  the  Commis- 
sion are  meter  rates  varying  with  the  quantity  of  current  consumed. 

WISCONSIN 

132 — Protection  from  Competition. 

Application  of  the  Sevastopol  Farmers'  Telephone  Co.  to  Furnish 
Telephone  Service  in  Territory  Already  Served.  Decision  of  the  Wis- 
consin Railroad  Commission,  Denying  the  Application.     June  2,  1914. 

The  applicant  urged,  as  one  of  the  reasons  in  favor  of  its  entering  the 
field,  the  fact  that  the  service  rendered  by  the  two  existing  companies 
has  not  been  satisfactory.  After  considering  the  evidence  as  to  unsatis- 
factory service,  the  commission  says: 

"All  of  these  matters,  however,  do  not  seem  to  present  a  justification 
for  the  establishment  of  a  new  telephone  system  paralleling  and 
competing  with  the  existing  lines  and  inevitably  depriving  them  of 
a  large  amount  of  their  business.  The  public  utility  law  pro^'ides  an 
adequate  way  of  obtaining  good  service  just  as  it  pro^■ides  a  remedy 
for  excessive  rates.  The  existing  companies  have  not  evidenced  any 
intention  to  abandon  the  business  in  which  they  are  engaged  or  shown 
by  their  attitude  that  they  are  indifferent  to  the  quality  of  service 
they  give,  or  are  willing  to  let  the  public  suffer  indefinitely  from  poor 
service.  These  companies  have  shown  a  disposition  to  improve  the 
quality  of  service  and  to  take  care  of  trouble  when  it  arises.  If  this 
is  not  done  promptly  enough  or  with  sufficient  skill  to  make  the  at- 
tempted improvement  effective,  it  is  the  duty  of  the  companies  to 
mend  their  ways  and  the  duty  of  this  Commission  to  see  that  the 
service  is  actually  made  adequate."     .... 

A  general  investigation  of  service  conditions  will  be  made  on  motion  of 
the  Commission.  If  it  should  develop  that  for  any  reason  adequate  ser- 
vice cannot  be  had  from  the  existing  utilities,  there  might  then  be  occa- 
sion for  the  entrance  of  a  new  company  into  the  field. 

"It  is  the  opinion  of  the  Connnission  that  in  a  case  like  the  present, 
where  inadequate  service  is  shown  to  exist,  but  no  steps  have  been 
taken  to  secure  the  exercise  of  the  Commission's  powers  for  the  cor- 
rection of  the  inadequacy,  the  entrance  of  a  new  company  into  ter- 
ritory already  occupied  and  fully  covered  by  existing  companies  is 
ordinarily  not  required  by  public  convenience  and  necessity.  The 
impairment  of  existing  investments  must  have  better  justification 
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than  the  existence  of  defects  in  service,  which,  for  all  that  appears 
in  the  evidence,  may  be  easily  capable  of  correction  when  the  proper 
steps  have  been  taken." 


COURT  DECISIONS 

SOUTH  CAROLINA 

650 — Discrimination. 

Paris  Mountain  Water  Co.  v.  Camperdown  Mills.  Suit  to  Compel 
the  Payment  of  a  Contested  Water  Bill.  Decision  of  the  Supreme 
Court  of  South  Carolina,  Holding  that  the  Rates  Specified  in 
Franchise  Must  be  Charged.     July  20,  1914.     82  Southeastern  417. 

Though  the  franchise  of  the  company  provided  that  it  should  not 
supply  water  to  any  customer  per  year  for  less  than  15  cents  per  1,000 
gallons,  where  the  supply  exceeded  10,000  gallons  per  day,  the  company 
supplied  various  mills  at  a  rate  of  10  cents  per  1,000  gallons.  The 
Camperdown  Mills,  being  compelled  to  pay  the  15-cent  rate,  contended 
that  the  company  was  guilty  of  illegal  discrimination,  and  that  it 
should  also  receive  the  10-cent  rate.  The  court  holds  that  the  defendant 
cannot  demand  an  illegal  rate. 

"The  remedy  where  there  has  been  an  illegal  discrimination  in  the 
administration  of  powers  conferred  by  a  municipality  is  not  by 
extending  to  others  the  benefits  arising  from  such  discrimination, 
thereby  increasing  the  number  of  those  violating  the  law,  but  to 
resort  to  the  remedies  which  the  law  provides  for  preventing  the 
discrimination  altogether.  The  defendant  is  practically  asking  the 
court  to  allow  it  to  be  placed  in  the  same  category  as  those  mills  that, 
it  alleges,  have  entered  into  unlawful  contracts,  in  order  that  it  may 
receive  benefits  to  which,  it  alleges,  others  in  like  plight  are  not 
entitled." 

MISSOURI 

224 — Rate  Regulation. 

State  ex  rel  Missouri  Southern  R.  Co.  v.  Public  Service  Com- 
mission OF  Missouri.  Mandamus  to  Compel  the  Commission  to 
Assume  Jurisdiction  in  Company's  Application  for  an  Increase  in  Rates 
In  Excess  of  Maximum  Rates  Fixed  })y  Statute.  Decision  of  the 
Supreme  Court  of  Missouri,  Granting  the  Writ  of  Mandamus. 
July  2,  1914.     168  Southwestern  1156. 

The  company  applied  for  an  increase  in  rates  over  those  fixed  by  statute 
of  1907. 

"[The]  commission,  having  taken  time  to  consider,  reached  a  con- 
(^lusion  and  entered  its  order  refusing  to  hear  evidence.  Accordingly 
it  dismissed  the  complaint,  giving  as  reason  (whereby  weighty 
matter  hangs,  to  wit)  that  it  had  no  power  to  allow  or  order  an 
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increase  in  rates  in  excess  of  the  maximum  rates  prescribed  by 
statute.  The  order  recites,  inter  aha,  that  in  its  (the  conunission's) 
judgment  it  is  without  authority  to  grant  the  reUef  prayed,  and  this 
(quoting)  'regardless  of  any  evidence  that  may  be  submitted  and 
(regardless  of)  the  fact  that  complainant  may  show  such  rates, 
fares,  and  charges  to  be  unjust,  unreasonable,  and  confiscatory  of 
its  property.'     .     .     . 

"[The]  record  presents  a  single  and  clean-cut  issue  of  law,  to-wit: 
Does  the  pubhc  utilities  act  of  1913  give  the  commission  power 
(if  the  facts  ascertained  on  due  hearing  justify  the  exercise  of  it)  to 
allow  relator  a  freight  and  passenger  rate  in  excess  of  that  prescribed 
by  elder  statutes?  If  so,  the  absolute  writ  should  issue.  If  not  so, 
it  should  be  denied.     .     .     . 

''We  take  it  that  a  decent  respect  for  the  Legislature  precludes  the 
theory  that  the  commission  was  given  control  of  expenditures  and 
denied  control  of  income;  the  two  Ijeing  inseparable  in  the  very 
nature  of  things.  Moreover,  it  precludes  the  theory  that  the  com- 
mission was  given  power  to  ascertain  a  just  rate,  and  then  (wonderful 
to  relate)  was  denied  power  to  enforce  it;  that  prior  legislation 
controlled  the  rate,  while  the  commission  controlled  the  outgo, 
thereby  providing  an  upper  and  nether  millstone  with  the  corporation 
between.  Therefore  it  follows  that,  if  the  hand  of  the  Legislature 
by  former  acts  was  so  laid  on  rates  that  no  power  existed  to  increase 
a  hard  and  fast  maximum  general  statutory  rate  (established  to 
cover  all  cases  and  arrived  at  by  legislative  guess,  however  intelligent 
the  guess  may  be,  as  seems  to  be  the  case  at  the  time  the  utilities  act 
was  passed),  the  conclusion  is  irresistible  that  the  Legislature 
intended  its  hand  should  be  lifted,  and  that  by  general  rules  and 
methods  prescribed  for  the  guidance  of  the  commission,  as  here, 
it  was  intended  that  it  first  ascertain  the  facts,  and  next  should 
apply  them  in  regulating  rates,  up  or  down.     .     .     ." 

REFERENCES 
RATES 

614^ — Heating  and  Cooking. 

Rates  for  Street  Lighting  and  Rates  for  Cooking,  by  R.  S.  Hale. 
Paper  Read  before  the  Sixth  Annual  Convention  of  the  New  England 
Section  of  the  N.  E.  L.  A.     September   2-4,  1914.     10  pages. 

The  total  amount  to  be  charged  for  these  classes  of  service,  the  method  of  charg- 
ing, and  the  specific  amount  to  be  charged  are  considered.  It  is  held  that  the 
total  gross  income  must  match  up  with  the  gross  expenses,  the  latter  inckiding 
interest,  dividends,  depreciation,  etc;  and  that  the  question  of  the  total  charges 
for  all  electric  service  should  be  kept  separate  from  the  ciuestion  of  the  relative 
prices  of  the  kinds  of  service.  The  methods  advocated  for  street  lighting  are  a 
fixed  price  per  lamp  where  no  change  in  the  number  of  hours  is  expected  dm'ing 
the  life  of  the  contract;  and  a  fixed  price  per  lamp  plus  a  running  charge  per  lamp 
hour,  where  there  is  a  chance  of  a  city's  changing  from  a  moon-light  to  all  night 
schedule,  etc.  For  cooking  and  heating,  a  straight  kilowatt  hour  rate  with  whole- 
sale blocks,  is  recommended.     It  is  held  to  be  desirable  that  the  first  block  should 
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be  the  same  as  the  lighting  rate,  so  that  there  will  be  no  temptation  for  a  customer 
who  wants  only  one  kilowatt  hour  a  month  for  a  heating  pad  to  ask  for  this  rate. 
Of  course  a  minimum  will  also  prevent  this,  but  minima  are  undesirable,  and  the 
same  object  can  usually  be  obtained  by  having  10  or  20  kilowatt  hours  at  same 
rate  as  lighting  rate,  with  the  balance  at  a  lower  rate  or  rates. 

In  discussing  the  question  of  what  the  specific  rate  shall  be,  the  author  points  out 
the  factors  which  must  be  taken  into  consideration — the  fact  that  no  customer 
will  pay  the  central  station  more  than  he  can  get  the  service  for  otherwise,  that 
the  total  of  all  the  rates  must  not  be  more  than  enough  to  pay  expenses  and  give 
a  fair  profit,  all  things  considered,  etc.  In  fixing  cooking  rates  companies 
should  keep  on  reducing  the  rates,  until  they  can  get  the  business,  if  they  can  make 
profit  when  they  get  it.  They  should  experiment,  and  keep  on  cutting  until  they 
get  to  the  point  where  any  further  cut  would  increase  expenses  more  than  the  in- 
crease in  income.  It  is  the  street  lighting  and  the  ordinary  business  on  the  maxi- 
mum rate  which  are  today  least  affected  by  competition.  All  other  business,  as 
power,  cooking,  etc.,  must  be  charged  less  than  street  lighting  and  commercial 
lighting  in  order  to  secure  it,  and  should,  therefore,  be  charged  all  it  can  stand, 
but  no  more  than  it  can  stand.  When  the  profits  from  power,  cooking,  and 
other  competitive  business  become  enough  to  warrant  reduction  in  the  compara- 
tively noncompetitive  business,  it  is  hard  to  tell  which  is  most  entitled  to  the 
reduction,  street  lighting  or  the  commercial  maximum. 

700 — Schedules  and  Service. 

Electric-Light  Plants  in  China.  Daily  Consular  and  Trade  Reports, 
f  page,  August  25,  1914,  p.  1072. 

Details  are  given  regarding  the  establishment  of  electric  plants  at  Kongmun,  San 
Choung,  and  Sunning  City,  China.  It  is  said  that  the  Chinese  company  holding 
the  monopoly  for  Kongmun,  and  the  other  two  companies  propose  to  lay  lines  to 
the  smaller  villages,  and  in  this  way  increase  very  considerably  the  number  of 
users.  The  cost  for  a  16-candlepower  light  per  month  will  be  about  40  cents 
gold  and,  as  is  customary,  a  substantial  reduction  will  be  made  to  establishments 
using  a  considerable  number  of  lights. 

224 — Rate  Regulation. 

The  Railroad  Rate  Case.  Editorial,  Electrical  World,  August  29,  1914, 
p.  407. 

The  application  for  a  rehearing  in  this  case  is  commented  upon.  -There  is  a  dis- 
cussion of  the  effects  which  the  European  war  has  had  upon  the  situation. 

616.1— Street  Lighting. 

The  Meter  Basis  for  Street  Lighting  Contracts.  Electrical 
World,  1  page,  August  29,  1914,  p.  431. 

The  terms  of  the  new  street-lighting  contract,  entered  into  between  the  city  of 
Bessemer,  Michigan,  and  the  Gogebic  and  Iron  Counties  Railway  and  Light 
Company,  are  given.  The  contract  provides  for  the  ownership  of  the  street 
lamps  by  the  city,  and  arranges  for  the  purchase  of  the  necessary  electrical  energy 
upon  a  meter  basis  from  the  local  central  station.  There  is  a  discussion  of  the 
advantages  to  be  secured  by  both  municipality  and  company  from  this  form  of 
contract. 

224 — Rate  Regulation. 

Railway  Rate  Increase  in  Ireland.  Daily  Considar  and  Trade 
Reports,  August  24,  1914,  p.  1053. 

The  recent  decision  of  the  British  Railway  and  (^anal  Commission,  refusing  the 
application  of  the  Great  Southern  it  Western  Railway  of  Ireland  for  a  general  4 
per  cent  increase  in  merchandise  and  package  rates,  is  discussed.     The  ground  of 
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the  decisions  is  that  recent  augmentations  of  wage  and  fuel  costs  have  been 
more  than  offset  by  prudent  and  intelligent  retrenchment  and  improved  methods. 
This  judgment  affects  directly  one-third  of  the  railway  mileage  of  Ireland  and 
will  probably  immediately  affect  most  of  the  remainder. 

INVESTMENT  AND  RETURN 

371 — Sliding  Scale  of  Rates  and  Dividends. 

Cleveland  Transfer  Charge  Restored,  and  Need  for  Cleveland 
Improvements  Misunderstood.  New  Items,  Electric  Railway  Journal. 
August  29,  1914,  p.  404  and  p.  400. 

These  articles  discuss  respectively  the  automatic  increase  in  Cleveland  fares  re- 
sulting from  the  fact  that  the  interest  fund  has  dropped  below  $300,000;  and  the 
charges  brought  by  various  councilmen  holding  that  the  company  is  spending  too 
much  money  for  carshops  and  buildings,  and  is  not  endeavoring  to  keep  the  fare 
at  3  cents,  and  accusing  Peter  Witt,  street  railway  commissioner,  of  recommending 
the  expenditure  of  too  much  money. 

350 — Total  Revenue,  Expense,  Income. 

Express  Companies.  News  Item,  The  Economist,  August  29,  1914, 
p.  367. 

An  eastern  authority  states  that  11  express  companies  operating  throughout  the 
country  and  having  a  mileage  of  over  300,000  miles,  have  actually  sustained  a  loss 
of  85  per  cent  during  the  last  10  months.  The  interstate  commerce  commission, 
in  its  official  statements  for  the  10  months  ended  April  30,  gives  the  operating 
income  of  these  11  companies  as  $628,487.  This  is  but  15  per  cent  of  the  amoimt 
for  the  corresponding  period  of  1913,  when  the  aggregate  operating  income  amount- 
ed to  $4,231  465.  The  showing  is  tho  direct  result  of  the  increased  tonnage  handled 
through  the  parcels  post.  And  this  decrease  in  tonnage  handled  by  the  ex-press 
companies  has  come  at  the  same  time  as  the  16  per  cent  decrease  in  rates.  This 
situation  also  works  a  hardship  on  the  railroads,  as  it  cuts  down  their  income. 
For  the  parcels  post  increase  is  carried  in  mail  cars  and  at  a  less  rate  propor- 
tionately than  formerly  paid  by  the  express  companies  for  the  handling  of  their 
business  by  the  railroads.  A  table  is  given  showing  the  results  obtained  by  the 
11  companies  to  April  .30  with  comparisons. 

PUBLIC  SERVICE  REGULATION 

226.2— Extension  of  Service. 

Formulas  for  Estimating  Yearly  Expenses  of  Proposed  Exten- 
sions OF  Distribution  Systems  of  Public  Utilities  with  Special 
Reference  to  Wisconsin  Utilities,  by  H.  E.  Pulver.  Wisconsin 
Engineer,  13  pages.  May,  1914,  p.  350. 

Formulas  are  given  for  use  in  estimating  the  yearly  expenses  of  proposed  exten- 
sions of  the  distribution  systems  of  some  public  utilities  in  the  state  of  Wisconsin. 
The  importance  of  the  problem  of  extensions  is  commented  upon.  It  is  said  that 
while  practically  all  utilities  desire  more  profitable  business  and  are  usually  will- 
ing to  extend  their  distribution  systems  to  secure  such  business,  very  few  of  them 
have  any  definite  rules  or  formulas  for  estimating  whether  or  not  a  proposed  ex- 
tension will  be  profitable.  In  general  the  distribution  system  should  be  extended 
if  the  estimated  gross  yearly  revenues  from  the  proposed  extension  are  equal  to 
or  greater  than  the  estimated  total  expense  (including  profit)  of  the  extension  for 
one  year.  In  some  cases  it  may  be  advisable  to  build  an  extension  which  will  not 
be  profitable  at  once,  providing  that  there  are  good  chances  to  secure  additional 
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customers  for  the  extension  during  the  next  few  years.  In  making  an  estimate  of 
the  yearly  revenues  of  a  proposed  extension  the  smaller  utilities  do  not  appear  to 
have  found  much  trouble  but  they  have  usually  experienced  some  difficulties  in 
preparing  an  estimate  of  the  yearly  expenses  of  that  extension. 

210 — Organization  of  Commissions. 

New  Colorado  Commission.  News  Item,  Electric  Railway  Journal, 
August  29,  1914,  p.  401. 

Governor  Ammons,  of  Colorado,  has  named  George  T.  Bi-adley  as  a  member  of 
the  State  Public  Utilities  Commission  which  replaced  the  State  Railroad  Com- 
mission of  Colorado  on  August  13.  When  the  public  utilities  law  was  enacted 
it  provided  that  A.  P.  Anderson  and  S.  S.  Kendall,  two  of  the  members  of  the  Rail- 
road Commission,  should  be  two  of  the  three  members  of  the  new  commission. 
Mr.  Bradley  is  the  third  member.  The  law  was  suspended  until  August  1.3  through 
the  filing  of  a  referendum  petition,  but  Judge  George  W.  Allen,  of  the  district  court, 
recently  held  the  petition  was  fraudulent,  and  enjoined  the  Secretary  of  State 
from  submitting  the  law  to  the  people.  The  act  extends  the  jurisdiction  formerly 
exercised  by  the  State  Railroad  Commission,  which  had  control  only  over  rail- 
roads, to  every  form  of  public  service,  including  telephone,  water,  liglit,  power 
and  telegraph.     Mr.  Anderson,  of  the  commission,  said: 

"While  the  new  act  requires  a  much  larger  office  force  than  we  now  have,  we  do 
not  propose  to  make  any  very  large  extension  of  the  force  at  the  present  time.  I'he 
two  'revenue  making'  sections  of  the  bill  are  still  held  up  by  a  petition  referring 
them  to  vote  of  the  people  at  the  coming  election.  The  act  appropriated  .125,000 
to  maintain  the  commission,  with  the  expectation  that  there  would  be  considerable 
revenue  from  fees,  but  these  fees  will  not  be  forthcoming  until  after  the  election, 
and  if  the  referred  sections  are  defeated  we  will  get  no  revenue  at  all  until  after 
the  Legislature  can  meet  and  amend  the  act." 

226— Service. 

Departments  and  Bureaus  of  the  Commission  (New  York,  1st  D.)  : 
The  Bureau  of  Gas  and  Electricity,  by  Thomas  D.  Hoxsey. 
Public  Service  Record,  1|  pages,  August,  1914,  p.  8. 

An  outline  of  the  work  done  by  the  New  York  Commission  for  the  First  District  in 
connection  with  the  testing  of  gas  and  electric  meters,  of  methods  used  and  results 
attained,  is  given. 

MUNICIPALITIES 

810 — Municipal  or  Local  Regulation  of  Utilities. 

Cincinnati  Rate  Regulation  Deferred.  News  Item,  Electrical 
Review,  August  29,  1914,  p.  414. 

The  City  Council  of  Cincinnati,  Ohio,  has  passed  an  ordinance  extending  for  three 
months  from  September  1,  the  contract  agreement  with  the  Union  Gas  &  Electric 
Company,  regulating  the  rates  to  be  charged  for  current  in  the  city.  It  is  esti- 
mated that  the  city  will  not  be  in  a  position  to  fix  new  rates  intelligently  imtil  the 
valuation  now  going  on  is  completed. 

830~-Public  Ownership. 

Saving  Under  Government  Ownership,  r'ditorial.  Electric  Railway 
Journal,  August  29,  1914,  p.  373. 

Reference  is  made  to  the  recent  investigation  made  l)y  Mr.  Edward  1'.  Ripley  of 
the  ciuestion  of  the  savings  that  would  result  from  government  ownership  of  rail- 
ways on  account  of  the  use  of  government  credit .  Being  in  doubt  as  to  the  accuracy 
of  a  statement  by  Clifford  Thorne  that  the  government  would  save  $400, 000,000 
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by  financing  the  railroads  on  a  3  per  cent  basis,  Mr.  Ripley  wrote  to  Sir  George 
Paish,  editor  of  the  London  Slalisl,  who  is  well  laiowii  over  the  world  as  an  author- 
ity on  financial  matters.  In  reply  this  expert  statcti  that  one  could  not  i)ossibly 
calculate  a  greater  profit  from  immediate  ownership  than  about  .WO.OOO.OOO  per 
annum  on  the  common  stock.  Moreover,  there  could  be  no  immediate  saving  of 
interest  from  government  purchase  as  regards  the  funded  debt,  although  a  barely 
possible  refunding  at  the  maturity  of  the  existing  bonds  might  save  $70,000,000 
pe  r  annum.  That  such  a  saving  as  this  is  incomparably  small  when  placed  against 
the  inevitable  extravagance,  waste  and  loss  which  results  from  government  ownier- 
ship  is  a  fact  upon  which  we  do  not  need  here  to  dwell.  The  chief  point  to  be  no- 
noticed  is  the  difference  between  the  computations  of  amateur  railway  economists 
and  those  of  a  man  thoroughly  imderstanding  railway  finance.  American  News- 
papers have  in  recent  years  been  surfeited  with  figures  and  articles  written  by 
government  ownership  advocates  with  a  maximum  of  assurance  and  a  minimum 
of  information.  A  few  pertinent  facts  from  the  real  authorities  in  the  field  are 
often  sufficient  to  overthrow  the  imiumerable  statements  bandied  about  by  such 
writers. 

GENERAL 

910 — Promotion  and  Growth  of  the  Business. 

Old  House  Wiring  and  Special  Campaigns,  by  E.  C.  Kimball. 
Paper  Read  before  the  Sixth  Annual  Convention  of  the  New  England 
Section  of  the  N.  E.  L.  A.,  September  2-4,  1914.     11  pages. 

The  results  of  the  wiring  campaign  conducted  by  the  Edison  Electric  Illuminating 
Company  of  Boston,  are  given.  The  company  financed  housewiring,  for  which 
the  customer  paid  in  small  monthly  payments.  The  plan  has  been  so  successful 
that  it  has  been  adopted  as  a  permanent  means  of  securing  business. 

786 — Tests  and  Accuracy  of  Meters. 

The  Relation  of  Meter  Maintenance  to  Revenue,  by  G.  F.  Atwater. 
Paper  Read  before  the  Sixth  Annual  Convention  of  the  New  England 
Section  of  the  N.  E.  L.  A.,  September  2-4,  1914.     9  pages. 

This  points  out  in  a  general  way  that  to  get  the  greatest  efficiency  from  an  elec- 
tric property  and  thereby  the  greatest  revenue,  a  systematic  and  careful  inspec- 
tion and  adjustment  of  the  instruments  used  in  measuring  electrical  energy  is  es- 
sential. There  is  a  consideration  of  the  several  conditions  which  have  an  influ- 
ence in  the  accuracy  of  such  a  meter,  among  which  are  friction,  change  of  power 
factor,  and  frequency,  overloads,  light  loads,  and  short  circuits.  The  importance 
of  installing  a  meter  which,  operating  normally,  shall  be  of  such  a  size  that  it  will 
be  nearly  fully  loaded,  is  pointed  out.  There  is  a  discussion  of  the  testing  of 
meters. 

786 — Tests  and  Accuracy  of  Meters. 

Municipal  Meter  Testing  in  Chicago.  Electrical  World,  1-6  page, 
August  29,  1914,  p.  424. 

This  states  that  last  year  a  new  section  was  added  to  the  Bureau  of  Electrical 
Inspection  of  the  city  of  Chicago.  It  is  charged  with  the  duty  of  testing  electric 
meters,  particularly  watt-hour  meters.  Tests  are  made  in  compliance  with  a  city 
ordinance  which  provides,  among  other  things,  for  an  adjustment  in  the  case  of 
overcharge  or  undercharge  where  meters  are  more  than  4  per  cent  fast  or  slow. 
In  the  last  six  months  of  the  year  1913,  262  electricity  meters  were  tested,  but 
only  eleven  of  these  tests  were  on  complaint,  perhaps  because  the  service  has  not 
become  well  known  to  the  public.  Results  of  the  tests  showed  twelve  meters 
slow  and  twelve  meters  fast,  or  4.8  per  cent  in  each  case,  90.4  ])er  cent  of  the  meters 
tested  being  found  accurate.  Of  the  ones  tested  on  complaint,  none  was  slow, 
two  were  fast,  and  nine  were  accurate. 
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COURT  DECISION  REFERENCES. 

244 — Rehearings  and  Appeal. 

Appeal  of  City  of  Norwalk.  Decision  of  the  Supreme  Court  of 
Errors  OF  Connecticut.     July  17, 1914.     91  Atlantic  442. 

The  Public  Service  Commission  of  Connecticut  apportioned  the  cost  of  a  bridge 
between  the  municipality  and  a  street  railway  company.  The  city  appealed,  and 
the  comj^any  demurred  to  the  appeal,  objecting  to  the  jurisdiction  of  the  Public 
Service  Commission,  and  ciuestioning  the  jurisdiction  of  the  Superior  court. 

"We  think  such  an  apportionment  of  expense  is  one  of  those  matters  which  lies 
'so  near  the  border  line  of  judicial  power  that  its  definition  calls  for  subtle  dis- 
tinctions, and  its  nature  depends  to  an  extent  on  the  purpose  and  manner  of  its 
use.'  Malmo's  Appeal,  72  Conn.  1,  5,  43  Atl.  485,  486.  On  the  one  hand,  it  is 
in  practical  effect  a  money  judgment,  though  not  enforceable  by  execution 
without  the  aid  of  the  superior  court.  Public  Utilities  Act,  Sec.  il.  On  the 
other  hand,  it  is  so  intimately  connected  with  the  purely  administrative  ques- 
tion of  the  character  of  the  particular  repair,  strengthening,  or  reconstruction 
that  its  determination  has  been  properly  left  to  the  discretion  of  the  Public 
Service  Commission.  Like  the  selection,  under  statutory  limitations,  of  per- 
sons suitable  to  be  licensed  to  sell  intoxicating  liqours,  it  is  competent  for  the 
Legislature  to  commit  such  apportionment  either  to  judicial  or  executive  offi- 
cers as  may  be  found  necessary.  Hopson's  Appeal,  65  Conn.  140,  146,  31  Atl. 
531.  There  is  therefore  no  valid  constitutional  objection  to  the  appellate  jur- 
isdiction of  the  superior  court  in  the  premises." 

224 — Rate  Regulation. 

St.\te  ex  rel  Goss  et  ux.  v.  Met.\line  F.\lls  Light  .\nd  W.\ter  Co. 
Decision  of  the  Supreme  Court  of  Washington.  July  30,  1914. 
141  Pacific  1142. 

The  Company  increased  a  customer's  fiat  rate  of  $5  per  month  to  $8.50  per  month. 
The  customer  tendered  the  former  rate,  but  the  company  refused  the  tender  and 
subsequently  cut  off  the  water  supply.  The  Court  holds  that  the  Public  Service 
Commission  has  jurisdiction  in  the  matter. 

226.3— Joint  Service 

Pacific  Telephone  &  Telegraph  Co.  v.  Wright-Dickinson  Hotel 
Co.  et  al.  Decision  of  the  District  Court,  D.  Oregon.  Mav  4,  1914. 
214  Federal  666. 

The  Company  appeals  from  an  order  of  the  Oregon  Commission  directing  it  to 
make  physical  connection  with  the  Home  Telephone  Company  in  order  to  supply 
service  to  a  hotel  where  the  latter  competing  company  has  a  private  switchboard 

"Two  questions  of  vital  concern  are  presented  by  the  controversy.  The  first 
is  whether  the  Oregon  Railroad  Commission  is  aiithorizcHJ  and  (Mnpowered  to 
impose  regulation  upon  telephone  and  telegraph  utilities  in  the  way  of  requir- 
ing physical  connection  between  two  or  more  competing  lines,  and  an  exchange 
of  service  over  such  lines;  and  the  second,  whether  such  requirement  is  the  ex- 
ercise of  eminent  domain  and  the  taking  of  property  without  just  compensa- 
tion, or  the  faking  of  property  without  due  process  of  law,  contrary  to  the 
inhibition  of  the  federal  (,'onstitution"      .     .     . 

The  court  analyzes  the  provisions  of  the  Oregon  law  on  the  sul)ject,  and  upholds 
the  Commission's  decision. 
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RATES 

400— Rate  Theory. 

Rates:  A  Resume  and  Comparison  of  Rate  Theories,  by  Stacy 
Hamilton.  Extracts  from  a  paper  read  before  the  joint  meeting  of 
the  Northwest  Electric  Light  and  Power  Association,  and  the  Pacific 
Coast  Section  of  the  American  Institute  of  Electrical  Engineers, 
Spokane,  Washington,  September  9-11,  1914. 

"There  are  two  general  basic  theories  on  which  a  system  of  rates 
may  be  established,  i.  e.,  the  cost  of  service  theory  and  the  value  of 
service  theory. 

410 —  Cost  of  Service  Theory. 

"The  cost  of  service  theory,  as  its  name  implies,  aims  to  charge  each 
individual  consumer  directly  in  proportion  to  the  cost  of  serving  that 
consumer.  Such  a  basis  would  seem  to  be  the  most  equitable  and 
proper  for  the  charges  of  any  public  utility,  and,  theoretically,  this 
is  no  doubt  true.  It  is  found,  however,  in  the  practical  application 
of  rates,  that  there  are  a  number  of  other  factors  which  must  be 
considered. 

"Perhaps  the  most  direct  application  of  the  cost  of  service  theory  is 
found  in  the  differentials  allowed  for  quantity,  load  factor,  time  and 
character  of  demand,  minimum  charge,  etc.  Even  these  differen- 
tials, however,  are  often  governed  to  a  certain  extent  by  the  value 
of  the  service  to  the  consumer. 

"Owing  to  the  nmltiplicity  of  factors  entering  into  a  determination 
of  the  exact  cost  of  rendering  service  under  var^^ing  conditions,  it 
naturally  follows  that  a  certain  amount  of  averaging  must  be  resorted 
to  for  the  sake  of  simplicity  in  the  expression  of  the  rate  schedules. 
Under  the  cost  of  service  theory  we  have,  at  one  extreme,  the  attempt 
to  differentiate  in  proportion  to  the  exact  cost  to  each  individual 
condition  of  service.  This  must  necessarily  result  in  a  schedule  so 
complicated  as  to  be  entirely  impracticable.  At  the  other  extreme 
we  have  a  general  average  or  uniform  rate  to  all  consumers  based 
on  the  general  average  cost  of  rendering  service  to  all  consumers. 
Where  the  conditions  of  service  and  the  cost  of  supplying  service 
vary  to  a  considerable  extent,  as  they  do  in  the  case  of  electric  light 
and  power  service,  a  general  average  rate  per  K.  W.  H.  per  lamp,  or 
per  day,  naturally  results  in  a  degree  of  inequity  between  individual 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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consumers  which  the  Central  Station  is  unable  to  justify.  Such  an 
average  rate  would  also  tend  to  retard  the  development  of  the  com- 
pany's business,  to  the  detriment  of  the  community  as  well  as  to  the 
company  itself.  Only  in  cases  of  complete  monopoly  have  uniform 
rates  been  found  to  work  out  satisfactorily,  the  United  States  postal 
charges  being,  perhaps,  the  best  example  of  this  form  of  rate.  Even 
here  it  is  to  be  noticed  that  in  the  Parcel  Post  Division,  which  is  in 
competition  with  the  express  companies,  zone  differentials  are 
resorted  to,  the  uniform  flat  rate  applying  principally  to  first  class  mail, 
where  the  Government  has  an  absolute  monopoly,  competition  being 
prohibited  by  law. 

"As  a  compromise,  therefore,  between  the  extremes  of  the  complexity 
of  individual  cost  of  service  and  the  inequity  of  average  cost  of 
service,  the  trend  of  commission  and  court  decisions  seems  to  be 
toward  averaging,  more  or  less  arbitrarily,  the  various  classes  of 
service;  that  is,  basing  the  rates  for  each  class  on  the  average  cost 
and  average  conditions  governing  that  class  as  a  whole. 

450 —  Value  of  Service  Theory. 

''The  value  of  service  theory,  as  its  name  implies,  contemplates  the 
value  of  the  service  to  the  consumer  as  the  proper  basis  on  which 
the  charges  should  be  made.  This  basis  has  undoubtedly  predomi- 
nant influence  in  the  establishment  of  prices  in  other  lines  of  business, 
and  it  bears  no  small  part  in  the  consideration  of  the  proper  charges 
for  electric  light  and  power  service  as  well. 

''This  theory,  of  course,  when  carried  to  extremes,  is  quite  apt  to 
result  in  an  unreasonable  charge  to  those  consumers  who  have  no 
other  alternative  but  to  use  the  company's  service  at  whatever  rate 
may  be  demanded.  Aside  from  this  extreme  condition,  however, 
the  value  of  service  theory  is  a  very  important  factor  in  establishing 
a  proper  schedule  of  charges,  especially  in  its  influence  toward  the 
encouragement  and  development  of  the  use  of  the  Central  Station's 
service. 

"In  a  consideration  of  the  value  of  service  theory,  there  are  found 
to  exist  two  general  classes  of  business,  usuall>'  termed  competiti\e 
and  non-competitive.  This  classification  is,  of  course,  under  the 
assumption  that  the  light  and  power  utility  has  no  direct  competi- 
tion from  another  utility  of  the  same  class. 

Competitive  Business. 

"In  the  competitive  class  come  first  the  large  office  ])uilding&,  hotels, 
factories,  mills  and  other  large  units  who  are  in  position  to  consider 
the  installation  of  an  independent  electric  i^ylant.  The  value  of 
the  Central  Station's  service  to  such  consumers  is  necessarily 
governed  by  the  cost  at  which  the  consumer  can  furnish  electric 
service  from  a  plant  of  his  own.  We  also  have  in  the  competitive 
class  those  consumers  who  can  use  steam  or  gas  engines  for  power, 
and  gas,  oil,  etc.,  for  lighting. 
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"The  latter  forms  of  competition  are  not  quite  so  direct  as  the 
independent  electric  plant  first  mentioned,  inasmuch  as  they  do 
not  always  completely  replace  the  value  of  the  Central  Station's 
electric  service  to  the  consumer.  Under  these  conditions,  the  cost 
to  the  consumer  to  furnish  his  own  service  by  means  of  these  various 
substitutes  does  not  quite  so  directly  control  the  value  of  the  Central 
Station's  service  to  the  consumer  and  consequently  the  Central 
Station's  rate  necessary  to  get  the  business. 

Non- Competitive  Business. 

"The  strictly  non-competitive  consumers  of  an  electric  light,  power 
and  heat  utility  are  decidedly  scarce,  as  there  are  very  few  require- 
ments of  light,  power  and  heat  which  cannot,  in  the  event  of  unrea- 
sonable electric  rates,  be  fulfilled  in  some  other  form.  The  Com- 
mercial Department  of  any  electric  utility  is  well  aware,  even  though 
it  has  no  direct  electric  competition,  that  its  business  is  far  from 
being  a  monopoly,  as  is  popularly  supposed.  There  are,  however, 
undoubtedly  a  number  of  consumers  to  whom  electric  service  is  of 
such  additional  value  in  furnishing  light,  power  and  heat,  that  they 
are  willing  and  able  to  pay  a  rate  considerably  higher  than  the  other 
forms  of  service  would  cost.  Theatres  are  perhaps  the  best  example 
of  this  class. 

"Numerous  non-competitive  conditions  can  be  found  outside  of  the 
electric  light,  heat  and  power  utilities,  such  as  in  the  case  of  water 
supply,  transportation,  and,  last  but  not  least,  the  United  States 
Postal  Service,  in  the  latter  case  competition  being  strictly  prohibited 
by  law. 

"In  the  establishment  of  a  schedule  of  electric  rates  for  these  various 
non-competitive  and  competitive  consumers,  we  have,  in  the  first 
case,  the  limitation  that  the  rate  charged  to  the  strictly  non-com- 
petitive consumer  must  be  reasonable  and  be  governed  by  the  cost 
of  serving  such  a  consumer.  In  the  second  case,  the  rates  offered 
to  the  large  competitive  consumer  should  be  at  least  sufficiently  high 
to  pay  something  more  than  the  direct  additional  cost  of  serving 
such  a  consumer,  or  the  increment  cost,  as  it  is  sometimes  termed. 

Differentials  to  Meet  Competition. 

"There  seems  to  be  a  diversity  of  opinion  as  to  the  equity  of  charging 
these  large  competitive  consumers  less  than  their  full  pro  rata  of 
the  total  cost  of  serving  them,  including  all  fixed  charges.  It  is 
contended  by  the  opponents  of  this  method  of  charging  that  it  dis- 
criminates against  the  non-competitive  consumers,  inasmuch  as  they 
must  necessarily  be  charged  more  than  their  pro  rata  of  the  cost  of 
service  to  compensate  for  the  low  rates  which  must  be  made  to  the 
competitive  consumers  to  get  the  business. 

"The  fact  remains,  however,  that  if  this  principle  were  not  applied, 
a  large  amount  of  competitive  business  could  not  be  obtained,  with 
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the  result  that  the  non-competitive  consumers  would  be  obliged  to 
carry  the  entire  l^urden  of  that  large  portion  of  the  fixed  charges 
and  operating  expenses  which  remain  practically  constant,  regardless 
of  whether  or  not  the  additional  competitive  business  is  on  the 
system. 

"In  the  case  of  railway  rates,  this  principle  has  been  established  for 
a  number  of  years  in  the  form  of  the  so-called  'Pacific  Coast  Terminal 
Rates,'  designed  principally  to  compete  with  water  transportation. 
Even  after  the  adjustments  now  contemplated  by  the  Interstate 
Commerce  Commission  and  the  United  States  Supreme  Court  have 
been  effected,  this  principle  will  continue  in  a  modified  form. 

615—  Feature  Rates. 

"The  value  of  service  theory  is  often  quite  prominent  in  the  classi- 
fication of  the  various  forms  of  service. 

"Most  Central  Stations  usually  have  one  or  more  so-called  feature 
rates,  which  have,  as  their  object,  the  development  of  electric 
service  along  certain  lines,  such  as  cooking,  heating  and  various 
forms  of  domestic  power. 

"With  the  present  state  of  development  of  electric  cooking  and 
heating  appliances,  it  is  evident  that  a  given  quantity  of  electric 
energy,  when  used  for  cooking  and  heating,  has  not  as  high  a  value 
to  the  consumer  as  when  used  for  lighting  with  the  modern  high 
efficiency  lamps.  In  recognition  of  this  fact,  we  have  the  low  rate 
of  5  cents,  4  cents,  3  cents,  and  so  on  down  to  the  one  cent  rate, 
which  has  been  offered  by  some  English  companies,  aiming  towards 
the  encouragement  of  the  domestic  use  of  electric  energy  for  cooking, 
heating  and  power  purposes,  while  at  the  same  time  a  materially 
higher  rate  exists  for  lighting  service. 

"There  may  be  some  attempt  to  defend  this  differential  from  the 
'cost  to  serve'  standpoint,  on  the  ground  that  cooking  and  heating 
are  off-peak  loads.  If  special  circuits  are  run  for  this  class  of  load 
exclusively,  and  the  service  is  actually  cut  off  during  the  station's 
peak,  a  considerable  differential  between  lighting  and  heating  can, 
no  doubt,  be  justified,  purely  from  the  'cost  to  serve'  standpoint. 
In  actual  practice,  however,  cooking  and  heating  services  on  this 
special  rate  are  quite  often  taken  from  the  lighting  mains,  and, 
while  more  or  less  of  the  domestic  cooking  and  heating  consumption 
of  energy  will  perhaps  occur  during  the  off-peak  period,  the  fact 
remains  that  when  service  is  rendered  under  the  condition  just 
mentioned  (which  is  quite  common  among  Central  Stations),  a 
large  part  of  the  maximum  demand  of  the  cooking  and  heating  appli- 
ances will  often  come  directly  on  the  Central  Station's  winter  peak, 
between  4.30  P.  M.  and  6.00  P.  M.  Under  these  conditions  the 
differential  can  hardly  be  based  on  other  than  the  value  of  service 
theory. 

"A  similar  condition  exists  in  other  forms  of  lighting  and  power 
feature  rates;  that  is,  the  value  of  service  is  practically  the  only 
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valid  reason  for  the  differential  in  the  rates  charged  for  two  or  more 
classes  of  ser^■ice  furnished  under  practically  identical  conditions. 
A  good  example  is  the  lower  rate  for  power  service  furnished  from 
underground  direct  current  systems,  where  the  power  and  light  are 
delivered  from  the  same  mains  and  through  the  same  service  cables. 

"In  calling  attention  to  these  conditions,  it  is  by  no  means  the  inten- 
tion to  infer  that  such  a  differential  should  not  exist.  It  is  quite 
evident  that  attractive  prices  must  be  offered  for  certain  forms  of 
heat  and  power,  especially  during  the  development  stage,  in  competi- 
tion with  other  forms  of  furnishing  the  required  heat  and  power. 

"Outside  of  the  electric  industry,  a  very  good  example  of  the  value  of 
service  theory  is  shown  in  the  rates  charged  for  Pullman  berths. 
The  investment  in  an  upper  Ijerth  is  considerably  higher  than  in 
the  equipment  necessary  to  convert  the  seats  into  a  lower  berth, 
and,  on  the  cost  of  service  basis,  would  call  for  a  higher  charge  than 
the  lower  berth.  In  practice,  however,  the  desirability  or  value  of 
the  lower  berth  to  the  traveling  public  is  so  much  greater  than  the 
upper  berth,  that  the  rates  have  been  made  approximately  20% 
lower  for  the  upper  berth.  This  differential  in  the  price  of  upper 
and  lower  berths  was  ordered  by  the  Interstate  Commerce  Commis- 
sion (20  I.  C.  C.  Reports,  21  to  32) 

"The  attitude  of  various  commissions  and  courts  toward  the  value 
of  service  theory  may  be  found  expressed  in  the  following: 

INTERSTATE  COMMERCE  COMMISSION. 

"Railway  Rate  Theories  of  Interstate  Commerce  Commission,"  by  M.  B, 
Hammond,  pages  181,  182,  186,  187,  529. 

MASSACHUSETTS  BOARD  OF  GAS  AND  ELECTRIC  LIGHT 

COMMISSIONERS. 

Massachusetts  Gas  and  Electric  Reports  1909,  33,  42  to  47. 

Massaachusetts  Gas  and  Electric  Reports  1910,  20,  50,  51. 

Massachusetts  Gas  and  Electric  Reports  1911,  29,  30. 

Decision  6/7/1913  re  Marblehcad  Municipal  Plant's  application  to  reduce  rates. 

Decision  5/24/1913   re  Westfield  Mimicipal  Plant's  ap])lication  to  reduce  rates. 

Decision  7/28/1913  re  complaint  against  Edison  Electric  Illuminating  Com- 
pany of  Brocton,  Mass. 

MICHIGAN  STATUTES. 

Public  Acts  1909,  No.  106,  Sec.  7. 

CALIFORNIA  RAILROAD  COMMISSION. 

Town  of  Willets  vs.  Willets  Water  &  Power  Company,  Case  No.  297. 

NEW  YORK  PUBLIC  SERVICE  COMMISSION,  2ND  DISTRICT 

Decision  4/2/1913,  in  re  Complaint  of  Mayor  cf  Buffalo  vs.  Buffalo  General 
Electric  Company. 
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SUPREME  COURT  OF  NEW  JERSEY. 

Decision  7/7/1913,  Public  Service  Gas  Company  vs.  New  Jersey  Board  of 
Public  Utility  Commissioners.  87  Atlantic  651. 

WISCONSIN  RAILROAD  COMMISSION. 

City  of  Beloit,  1910,  5-W.  R.  C.  R.  032. 

Rijjon  Light  and  Water  Company.  1910.  .5-W.  R.  C.  R.  45. 

Decision  11/14/1913,  re  Application  of  Nesbkoro  Light  and  Power  Company 
to  increase  rates. 

Decision  S/4/1913,  re  Complaint  against  Milwaukee  Gas  Light  Company. 

400—  Rate  Theory. 

"It  is,  therefore,  seen  that  while  the  cost  of  service  is,  perhaps, 
theoretically  the  most  proper  and  equitable  basis  on  which  to 
establish  the  Central  Station's  charges,  and  is  generally  accepted 
as  the  primary  basis  of  rate  schedules,  such  a  basis  must  often  be 
considerably  modified,  not  only  for  the  sake  of  simplicity  in  the 
expression  of  the  schedules,  but  also  by  the  commercial  and  economic 
considerations  of  the  value  of  the  service  and  the  development  of 
the  business. 

"Various  public  utility  commissions,  courts  and  other  authorities 
give  recognition  to  both  these  theories,  and  the  general  trend  of 
opinions  and  decisions  seems  to  be  towards  the  cost  of  service  as  a 
primary  basis  of  rates,  modified,  however,  by  the  value  of  service 
theory. 

"Individual  rates  in  a  system  of  charges  may  sometimes  fall  entirely 
under  one  of  these  theories,  to  the  complete  exclusion  of  the  other 
theory.  The  differential  between  the  upper  and  lower  Pullman 
berth  rates  is  such  a  case,  the  cost  of  the  service  being  entirely  ignored 
in  the  establishment  of  the  differential. 

"At  the  other  extreme,  we  may  cite,  as  an  example,  strictly  off-peak 
rates  which  are  offered  for  any  form  of  use  which  the  consumer  may 
desire. 

"These  are  rather  extreme  cases,  however,  and  an  analysis  of  the 
rate  schedules  of  almost  any  central  station  will  indicate  that  both 
theories  are  usually  taken  into  consideration  " 

Editor's  Note. — This  paper  contains  also  a  brief  discussion  of  the 
various  forms  of  rates  now  used  by  Central  Stations,  their  achantagcs 
and  drawbacks. 

COMMISSION  DECISIONS 

MASSACHUSETTS. 

729— Maximum  Rate. 

Application  of  the  Muncipal  Light  Board  of  the  Town  of  W.\kefield 
Asking  for  Consent  to  Establish  Certain  Prices  for  Gas  and  Electricity 
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Alleged  to  be  Less  Than  Cost.  Decision  of  the  Board  of  Gas  &  Elec- 
tric Light  Commissioners  Refusing  to  Approve  the  Rates.  August  5, 
1914. 

The  City  of  Wakefield  wishing  to  estal)lish  rates  for  gas  and  electricity 
alleged  to  be  less  than  cost,  made  application  to  the  board  as  required 
by  section  22,  chapter  34  of  the  Rivised  Laws. 

"At  the  hearing  it  was  conceded  by  the  municipal  light  board  and 
manager,  that  if  the  respective  costs  of  gas  and  electricity  were 
computed  in  the  manner  prescribed  by  the  statute,  they  would  doubt- 
less exceed  the  proposed  maximum  prices.  It  was  their  contention, 
however,  that  the  method  prescribed  in  the  statute  was  not  a  fair 
method  of  determining  the  cost,  and  that  the  prices  proposed  would 
in  fact  yield  a  revenue  ample  to  take  care  of  the  operating  expenses 
of  the  plant,  its  fixed  charges  and  the  annual  allowance  for  depreci- 
ation required  by  law." 

The  Commission  made  investigations  as  to  the  amount  of  operating 
expenses  and  as  to  the  correctness  of  the  records  of  the  output  of  both 
gas  and  electricity,  and  found  that  while  the  cost  of  electricity,  as 
computed  in  accordance  with  the  statute  did  not  exceed  the  proposed 
maximum  net  price,  the  cost  of  gas  did. 

"In  view  of  these  facts,  it  is  reasonable  to  expect  that,  if  the  Board's 
consent  is  given  to  the  establishment  of  the  proposed  maximum  net 
price,  all  of  the  gas  supplied  by  the  plant  to  its  consumers  will  be 
sold  at  a  substantial  loss.  A  reduction  in  price  often  stimulates  a 
demand  which  results  in  an  increased  output  without  a  corresponding 
increase  in  cost,  and  the  business  problem  which  this  fact  suggests 
is  always  to  be  considered.  But  in  this  case  there  is  no  sufficient 
reason  to  believe  that  a  loss  so  substantial  is  likely  to  be  absorbed 
by  the  increase  in  output  to  come  from  the  lower  price.  The  last 
annual  statement  of  the  financial  condition  of  the  business  indicates 
losses  which  have  not  yet  been  recovered.  Without  an  extensive 
and  thorough  investigation,  it  is  impossible  to  determine  when  and 
how  this  loss  occurred,  and  for  the  decision  of  the  present  case  this 
seems  to  be  unnecessary.  Some  portion  of  former  losses  has 
been  recently  regained,  particularly  in  the  last  three  years.  Until 
these  can  be  further  reduced,  however,  it  would  seem  to  be  the  part 
of  ordinary  business  prudence  for  the  town  to  require  consumers  of 
gas  to  pay  all  the  operating  expenses  and  fixed  charges.  If  it  be 
claimed  that  the  town  will  make  some  profit  on  its  electricity  supply 
at  the  new  rates,  yet,  in  view  of  the  great  difficulty  of  an  accurate 
reliable  determination  of  this  fact,  it  would  seem  far  wiser  to  await 
the  demonstration  which  experience  may  give,  and  then  considei* 
how  far,  if  at  all,  the  electric  business  should  be  made  to  restore 
losses  in  the  supply  of  gas. 

600— Rate  Differentials. 

"As  to  the  differential  prices  for  light  and  power  [see  schedule  below] 
under  which  electricity  is  sold  at  less  than  12  cents  a  kilowatt-hour, 
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it  is  clear  that  many,  if  not  all,  are  less  than  the  average  cost  of  the 
current  computed  as  defined  by  the  statute.  But  these  rates  have 
been  in  force  for  a  considerable  time,  and  have  secured  an  amount 
of  business  which  probably  could  not  have  been  otherwise  obtained 
and  which  has  proven  advantageous  to  the  plant  and  the  business 
as  a  whole.  These  differentials  for  electricity  were  not  the  direct 
occasion  for  this  application,  and  under  the  circumstances,  the 
Board  sees  no  reason  why  it  should  interfere  with  their  continuance." 

720— Rate  Schedules. 

The  rates  which  the  town  wished  to  establish  were  $1.40  gross  a  thousand 
cubic  feet  for  gas,  with  a  discount  of  20  cents  for  prompt  payment, 
$1.20  net,  and  15  cents  gross  a  kilowatt  hour  for  electricity,  with  a 
discount  of  3  cents  for  prompt  payment,  or  12  cents  net.  The  present 
rates  are  as  follows: 

GAS. 
Rate. 

$1.50  per  thousand  cubic  feet. 

Prompt  Payment  Discount. 

20  cents  for  100  to  19,900  cubic  feet  per  month. 
.30  cents  for  20,000  to  29,900  cubic  feet  per  month. 
40  cents  for  30,000  to  39,900  cubic  feet  per  month. 
50  cents  for  40,000  cubic  feet  per  month. 

ELECTRICITY. 
Lighting. 

Rate. 

18  cents  per  kilowatt-hour  for  current  consumed. 

Prompt  Payment  Discount. 

3  cents  per  kilowatt-hour. 

Store  Window  Lighting. 

Every  night  until  9  o'clock,  commercial  lights  burning  until  12  o'clock,  3 
or  more  arc  lights. 

Rate. 

IS  cents  per  kilowatt-hour  for  current  consumed. 

Prompt  Payment  Discouut. 

6  cents  per  kilowatt-hour.  \ 

Moving  Picture  Theaters. 
Rate. 

13  cents  per  kilowatt-hour  for  current  consinueil. 

Prompt  Payment  Discount. 

3  cents  per  kiiowatl-hour. 

Signs. 
Rate. 

10  cents  per  kilowatt-hour  for  current  consumed. 
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Prompt  Payment  Discount. 

3  cents  i)or  kilowatt-hour. 

Power. 
Rate. 

10  cents  per  kilowatt-hour  to 


6  cents  i)er  kilowatt-hour  for    1500  kilowatt  hours  or  over  per  month. 

Prompt  Payment  Discount. 

3  cents  per  kilowatt-hour. 

CALIFORNIA 

221,1 — Issue  of  Stocks  and  Bonds. 

Application  of  the  Southern  Pacific  Company  for  Authority  to  Issue 
Fifty-five  Million  Dollars  of  Five  Per  Cent  Bonds.  Decision  of  the 
California  Railroad  Cimmission,  Granting  the  Application,  February 
9,  1914. 

The  applicant  has  railroad  property  located  in  five  states  and  the  pro- 
ceeds from  the  proposed  bond  issue  are  to  be  used  in  additions  and 
betterments  and  in  purchase  of  additional  equipment  to  various  parts 
of  its  system. 

It  is  impossible  for  this  Commission,  acting  within  the  jurisdiction 
of  one  state,  to  investigate  or  supervise  completely,  the  issuance  of 
securities  by  a  corporation  such  as  applicant  operating  through  and 
between  five  separate  states  of  the  Union  where  the  lien  of  the  securi- 
ties extends  over  all  of  its  property  and  the  expenditures  are  to  be 
scattered  over  its  entire  system.  The  best  that  can  be  done  is  to 
conclude  generally  whether  the  proposed  bonds  are  reasonable  in 
amount,  reasonably  secure  as  to  payment  of  principal  and  interest, 
and  that  the  proceeds  are  to  be  used  for  proper  purposes. 

PENNSYLVANIA 

132 — Protection  from  Competition. 

Application  of  the  Harmony  Electric  Company,  For  Approval  of 
Contract  to  Render  Service  to  Municipality  in  Lieu  of  Service  Furnished 
by  the  Pennsylvania  Power  Company.  Decision  of  the  Pennsylvania 
Public  Service  Commission,  Dismissmg  the  Application  and  Holding 
that  Duplication  Should  be  Prevented.     July  9,  1914. 

The  Pennsylvania  Power  Company  has  been  furnishing  general  and 
municipal  electric  service  in  the  Borough  of  Ellwood  City.  Upon 
expiration  of  the  contract  for  service  to  the  Borough,  the  Borough 
passed  an  ordinance  granting  a  contract  to  the  Harmony  Electric  Com- 
pany and  the  Commission  is  asked  to  approve  this  contract.  The  fact 
that  the  service  of  the  Pennsylvania  Company  has  been  adequate, 
that  the  present  council  and  representative  business  men  disapprove  the 
granting  of  the  contract  to  the  applicant  and  the  difference  in  the  rates 
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offered  by  the  two  companies  were  all  mentioned  as  matters  to  be 
considered  but  the  commission  states  that  the  chief  point  at  issue  in 
this  proceeding  is  the  principle  of  competition  between  public  utilities. 

In  the  event  of  the  approval  of  the  contract,  there  will  be  two  com- 
peting companies  operating  in  a  small  municipality  where  one  of  these 
companies  was  heretofore  able,  without  taxing  its  capacity,  to  furnish 
all  the  light  that  was  required  and  of  a  quality  that  was  wholly 
satisfactory  to  the  people  of  the  community.  Under  the  conditions 
as  existing,  it  could  hardly  be  contended  with  success  that  it  would 
in  any  wise  be  an  advantage  to  EUwood  City  or  to  the  two  com- 
panies competing  to  allow  such  a  contingency  to  arise. 

It  is  a  matter  of  common  observation  that  where  the  policy  of 
promoting  competitive  traffic  between  corporations  engaged  in  public 
service  business  is  too  freely  encouraged,  more  especially  in  com- 
munities of  limited  population,  the  practice  is  followed  as  a  rule  by 
consequences  that  are  disastrous  to  all  the  interested  parties.  The 
community  that  consumes  the  commodity,  the  utility  that  furnishes 
the  service,  the  general  public  that  invested  in  good  faith,  must  all  be 
properly  safeguarded  m  their  rights  and  interests  when  a  public 
service  company  is  invited  to  enter  a  municipality  to  do  business 
under  competitive  conditions. 

The  spirit  of  the  Act  creating  this  Commission  contemplates  that  this 
very  thing  be  done.  Before  a  Certificate  of  Public  Convenience  is 
issued,  it  must  be  established  that  the  required  service  is  necessary 
or  proper  for  the  accommodation,  convenience  or  safety  of  the 
public. 

The  Commission  is  not  justified  in  permitting  competition  anywhere 
nor  taking  such  action  as  may  invite  it,  unless  the  area  and  population 
served,  the  needs  of  the  community  or  the  prospects  of  the  muni- 
cipality as  based  upon  its  growth  and  development  reasonably  show 
that  the  public  welfare  demands  it. 

This  principle  of  protection  must  also  be  extended  to  the  public 
utility  to  the  end  that  the  individual  citizens  who  have  invested  in  its 
plant  equipment  in  good  faith  may  he  dul}'  protected  in  their 
interests.  .  .  .  This  idea  is  based  on  the  principle  that  the 
power  or  authority  to  regulate  the  service  of  a  public  utility  by  law 
carries  with  it  as  a  corollary  the  duty  to  protect  the  property  of  the 
utility  whenever  that  is  threatened  with  consequences  that  may 
endanger  the  future  existence  of  the  company.     ... 

The  Commission  is  not  unmindful  of  the  fact  that  the  line  is  not 
always  clearly  drawn  between  competition  that  might  ])e  encouraged 
and  that  which  should  Ix'  denied.  But  under  a  system  of  public 
regulation,  such  as  is  provided  by  the  Act  under  which  the  Public 
Service  Commission  of  the  Commonwealtii  exercises  administrative^ 
powers,  it  is  safer  to  draw  the  line  against  rather  than  in  favor  of 
competition  that  appears  to  be  of  doubtful  propriety.  This  seems  to 
be  the  proper  view  to  take  of  the  matter,  since  there  is  no  remedy 
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througli  the  action  of  tlie  Commission  to  prevent  tlie  harm  that  will 
be  done  to  the  business  interests  of  the  community  by  unwise  com- 
petition when  once  estabhshed;  whereas  under  the  regulating  powers 
of  the  Commission,  which  in  effect  may  be  said  to  have  all  the 
checks  and  restraints  of  normal,  well-balanced  competition,  there 
can  be  no  harm  done  to  the  comnmnity  by  the  corporation  left  in  sole 
control  of  the  business  of  furnishing  the  required  public  service  of  a 
municipality.     .     .     . 

CALIFORNIA 

831 — Purchase  by  Municipality. 

Application  of  the  City  of  Eureka,  asking  that  the  California 
Railroad  Commission  Fix  the  Compensation  to  be  Paid  for  the  Water 
System  of  the  Eureka  Water  Comi-any.  Decision  of  the  Commission, 
Determining  the  Value  of  the  Propertv  Specified  in  the  Application. 
March  23,  1914. 

"This  is  the  first  case  to  arise  under  the  amendment  to  the  Public 
Utilities  Act  empowering  this  Commission  to  fix,  on  application  of 
certain  named  governmental  agencies,  the  compensation  to  be  paid 
by  such  agencies  for  all,  or  any  designated  portion,  of  the  property 
of  a  public  utility.  .  .  .  From  a  consideration  of  the  statute 
here  involved,  it  ai^pears  that  the  applicant  must  specify  the  property, 
whether  it  is  all  of  the  property  of  the  public  utility  involved  or  a  part 
thereof,  which  it  desires  to  accjuire,  and  this  Commission  has  no 
authority  to  determine  whether  the  power  exists  on  the  part  of  such 
applicant  to  acquire  the  property  so  specified.  That  power  is 
specially  reserved  to  the  Superior  Court  when  the  actual  condemna- 
tion is  sought  to  be  made  and  findings  of  this  Commission  are  filetl. 
It  would  then  seem  to  follow  that  this  Commission  cannot  exclude 
any  of  the  property  listed  or  add  to  it;  its  sole  power  being  to  fix 
compensation  to  ])e  paid  to  the  utility  for  the  property  sought  to 
be  acquired.  ...  It  appears,  then,  if  the  Commission  is 
limited,  as  I  have  suggested,  to  fixing  value  upon  the  items  set  out  in 
the  application,  that  any  value  fixed  upon  other  items  or  the  ex- 
clusion of  items  set  out  in  the  application  might  be  cause  for  the 
court  to  set  aside  the  findings  of  the  Commission.  And,  further- 
more, under  the  wording  of  the  act,  it  would  appear  that  even  when 
strictly  following  the  application  by  placing  values  on  those  items 
alone  set  out  in  said  application,  if  thereafter  there  are  found  items 
of  property  therein  not  necessary  to  the  public  use,  and  the  Superior 
Court  finding  that  the  applicant  has  not  the  right  or  power  to  take 
any  of  the  items  set  out  in  the  application,  said  court  will  be  required 
to  reject  the  entire  value.  Because,  if  this  is  not  the  case,  the  court 
would  have  the  power  to  divide  the  property  and  exclude  a  portion 
as  not  necessary  and  fix  the  value  on  the  remaining  portion.  In- 
asmuch as  the  court  has  no  power  to  fix  value  upon  any  portion  of 
the   property,   the  Commission's   power  is  limited   strictly  to   the 
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fixing  of  such  value.     In  my  opinion,  the  exchision  by  the  courts  of 
any  item  upon  which  a  value  has  been  placed  by  the  Connnission 
will  be  cause  for  the  rejection  of  the  entire  valuation." 
311.4— Market  Value. 

Considering  a  proper  basis  of  valuation  in  condemnation  proceedings 
for  the  purpose  of  municipal  acquisition,  the  Commission  finds  that  the 
Supreme  Court  of  the  State  has  uniformly  held  that  in  condemnation 
proceedings  of  all  sorts,  market  value  is  the  main  element  to  be  con- 
sidered.    In  conclusion  the  opinion  states : 

"I  shall  assume,  therefore,  that  the  decision  of  the  courts  in  this  and 
other  states  to  the  effect  that  market  value  is  the  main  element  to  be 
considered  in  determining  the  price  to  be  paid  for  property  sought 
to  be  condemned,  contemplated  the  entire  property  sought  to  be 
condemned  and  not  specified  portions  considered  apart  from  the 
relationship  and  the  restrictions  which  the  law  forced  upon  them; 
and  on  such  theory  I  shall  give  whatever  effect  it  seems  to  me  to  be 
proper  to  the  market  value  theory  of  valuation  as  applied  to  the 
entire  property  here  under  consideration.  In  considering  the  market 
value  of  a  property  the  earning  power  of  the  property  is  always  a 
legitimate  inquiry  which,  of  course,  as  has  already  been  said,  is  not 
true  in  a  valuation  for  rate  fixing  purposes.  .  .  .  Any  wise 
purchaser  of  a  public  utility  property  would  unciuestionably  investi- 
gate the  condition  of  the  property  with  a  view  to  determine  whether 
under  the  rules  of  law  applicable  to  the  fixing  of  rates  by  govern- 
mental authority  there  was  likelihood  that  the  present  scale  of  rates 
would  be  maintained;  and  if  it  were  found  that  such  rates,  although 
the  legal  rates  at  present,  were  likely  to  be  cut  down  if  governmental 
authority  followed  the  rules  laid  down  for  fixing  such  rates,  then 
unquestionably  the  market  value  of  such  utility  would  be  in  so  much 
impaired.  In  short,  the  permanency  of  the  present  earning  power, 
either  of  a  utility  or  any  other  property,  largely  affects  its  market 
value." 

REFERENCES 

RATES 

eie.l—Street  Lighting. 

Indianapolis  Street-Lighting  Controversy.  Electrical  World,  f  page, 
September  5,  1914,  p.  457. 

An  account  is  given  of  the  controversy  going  on  in  ImiianapoHy  over  the  contract 
entered  into  between  the  city  and  the  Merchants'  Heat  &  Light  Company,  whereby 
the  company  agreed  to  furnish  street-lighting  at  $41. 9S  per  himp. 

617 — Breakdown  or  Auxiliary  Service. 

People  ex  rel  C.  Perceval  v.  the  Public  Service  Commission  for 

THE  First  District.     Appellate  Division  of  the  Supreme  Court  of 

New  York.     Brief  for  Relator.     20  pages. 

This  is  the  brief  for  the  C.  Perceval  corporation  in  this  case  before  the  Appellate 
Division  of  the  New  "S'ork  Sui)reme  Court.      (See  5  IUte  Rbsk.vuch  ;-!11.) 
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INVESTMENT  AND  RETURN 

252 — Commission  Annual  Reports. 

Fourth  Annual  Report  of  the  Board  of  Public  Utilities,  Los 
Angeles,  California.     July  1,  1912-June  30,  1913.     182  pages. 

This  report  gives  a  brief  account  of  the  work  accomplished  by  the  Board,  and  the 
results  of  preliminary  studies  and  conclusions  on  questions  of  importance.  The 
work  is  divided  in  four  main  divisions,  as  follows:  Part  I.  Work  of  the  Depart- 
ment, Part  II.  Railroads  and  Carriers — Statistics,  Finance  and  Operating. 
Part  III.  Public  Utilities — Statistics,  Finance  and  Operating,  Part  IV.  Applica- 
tions and  Complaints. 

On  pages  130-136  the  electric  rates  fixed  by  ordinance  of  May  28,  1913,  are  given 
accompanied  by  a  table  showing  the  comparative  electric  light  rates  in  various 
cities.     On  page  137  thejmmicipal  ownership  project  is  discussed. 

MUNICIPALITIES 

830— Public  Ownership. 

Municipal  Ownership.  Editorial,  The  Saturday  Evening  Post,  Sept- 
ember 5,  1914,  p.  26. 

In  connection  with  a  discussion  of  mimicipal  ownership  of  transportation  facilities 
for  New  York  and  Chicago,  it  is  said  that  no  one  can  pretend  that  there  is  any 
such  steadiness,  competence  and  integrity  in  the  government  of  New  York,  Chi- 
cago or  Philadelphia  as  would  give  reasonable  ground  for  even  a  hope  that  it  could 
conduct  great  transportation  enterprises  economically;  and,  with  the  broadening 
in  recent  3'ears  of  the  city's  power  of  regiUation  over  public  utilities,  there  is  less 
reason  why  the  citj'  should  own  them  outright.  New  York  holds  title  to  the  sub- 
ways, but  for  at  least  half  a  dozen  years  has  been  struggling  ineffectually  with 
vast  turmoil  and  clamor,  to  get  them  extended. 

Almost  every  day's  newspaper  shows  that  the  large  American  city  has  not  yet 
found  itself.  It  can't  keep  its  police  from  grafting  or  be  trusted  with  the  money 
to  buy  meat  for  dinner  if  there  is  a  saloon  on  the  way  to  market.  It  trips  over 
its  own  feet;  and  the  chief  use  it  has  of  its  arms  is  to  flop  them  in  excited  bewilder- 
ment.    For  example,  witness  the  six-year-long  subway  scjuabble  in  New  York. 

830— Public  Ownership. 

Toll  of  Politics,  by  William  G.  Deacon.  Public  Service,  2  pages, 
September,  1914,  p.  71. 

Figures  are  given  showing  that  Seattle  taxpayers  are  forced  to  lose  thousands 
because  of  faulty  municipal  management.  It  is  pointed  out  that  last  year  the  city 
paid  to  its  own  lighting  departinent  a  total  of  $211,013.65  for  street  lighting, 
although  $67,820.66  of  that  amount  could  have  been  saved  to  the  taxpayei's  by 
having  the  work  done  by  a  private  companv.  The  same  service,  item  for  item,  could 
have  been  obtained  for  $143,192.99  from"  the  Puget  Sound  Traction,  Light  and 
Power  Company  at  rates  named  in  a  formal  bid  submitted  to  the  city  by  the  com- 
jmny  less  than  two  years  ago.  Beference  is  made  to  the  fact  that  computed  at 
the  rate  for  last  year,  43.87  mills,  the  city  lost  $109,675  in  taxes.  It  is  said  that 
responsibility  for  both  the  unciuestionable  waste  of  .$67,820.66  for  street  lighting 
expense  and  the  overcharge  of  $14,076.31  for  service  at  the  city  buildings  may  be 
placed  definitely  by  the  fact  that  the  city  comicil  not  only  controls  the  ex-pendi- 
tin-e  for  public  lighting,  but  fixes  all  rates  for  the  municipal  electric  plant  as  well. 
With  intelligent  and  just  regulation  of  the  plant,  by  the  State  Utilities  Commission 
or  any  other  disinterested  authority,  .such  unfairness  in  rate-making  for  city 
service  would  not  be  possible.  The  municipal  lightins  department  would  have  to 
publish  its  rates  and  adhere  to  them,  and  its  schedules  would  have  to  be  based 
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on  the  relative  costs  of  producing  the  different  classes  of  services  and  to  bo  equit- 
able to  all  classes  of  consumers.  Anj^  study  of  present  conditions  in  Seattle  shows 
that  rates  are  made  with  deliberate  disregard  for  relative  cost  of  providing  ser- 
vice. The  statement  is  made  that  the  municipal  electric  plant  at  Seattle,  if  it 
serves  no  other  useful  purpose,  proves  convincingly  the  urgent  public  need  for 
non-political  and  disinterested  regulation  of  city-owned  public  utilities.  It  gives 
clear  demonstration  of  some  of  the  serious  disadvantages  of  having  such  prop- 
erties under  control  of  local  public  officers  subject  to  the  influences  of  city  politics. 

820 — State  Regulation  of  Municipal  Utilities. 

Regulation,  Editorial,  Public  Service,  September,  1914,  p.  66. 

The  fact  is  noted  that  while  many  false  ideas  have  been  applied  in  the  course  of 
state  regulation  of  utilities,  some  economic  facts  have  been  established  and  there 
has  been  some  gain  in  knowledge  of  the  equities  of  public  service.  One  patent 
economic  principle  that,  for  reasons  which  are  plain,  has  not  been  accepted  at  its 
true  value,  is  that  fairness  to  the  public  demands  honest  regulation  of  the  so-called 
municipal  utility  plants  even  more  urgently  than  government  supervision  of  the 
utilities  that  are  opeiated  by  private  owners.  Perhaps  the  best  proof  of  this  is 
that  any  proposal  for  regiilation  of  municipal  utilities  on  an  equality  with  private 
ones  invariably  meets  with  bitter  opposition  from  the  local  authorities  of  cities 
which  have  municipal  plants.  With  a  city-owned  utility  a  citizen  has  no  means 
of  knowing  just  what  his  service  is  costing  him.  Besides  being  a  customer  of  the 
municipal  plant,  and  paying  his  electric,  or  water  or  gas  bills  at  the  established 
rate,  he  also  is  a  stockholder  in  the  business,  whether  he  wants  to  be  or  not,  and 
must  help  to  make  good  any  losses  from  operation.  I'his  is  the  uncertain  element 
in  his  cost  of  service,  for  losses  from  municipal  ownership  are  assessed  against 
citizens  in  the  form  of  taxes  and  almost  invariably  are  so  disguised  that  the  tax- 
payer can  get  no  idea  of  the  amoimt  of  his  compulsory  contribution  to  the  support 
of  an  unprofitable  city  utility  plant.  In  municipal  ownership,  it  is  common  prac- 
tice for  all  overhead  charges  and  even  some  operating  costs  to  be  paid  out  of  the 
general  tax  funds  of  a  city  instead  of  the  earnings  of  the  utility.  It  is  by  this 
means  that  the  officers  in  charge  of  a  city  plant  are  enabled  to  make  rates  that 
seem  low  and  at  the  same  time  show  an  apparent  "surplus"  when  they  issue 
a  published  report.  But  with  proper  regidation  of  municipal  utilities,  in  the  same 
manner  that  many  states  now  regulate  those  owned  by  private  capital,  and  with 
uniform  standards  of  accoimting,  these  subterfuges  and  other  forms  of  financial 
jugglery  familiar  in  municipal  bookkeeping  would  be  im])ossible.  Then  the 
citizen  would  know  the  true  cost  of  service  from  his  municipal  plant. 


GENERAL 

190— General  History  of  Electric  Utilities. 

Commercial  and  Industrial  Progress  in  Peru.  Daily  Consular 
and  Trade  Reports,  19  pages,  September  2,  1914,  p.  1201. 

On  page  1211  of  this  article,  information  is  given  regarding  The  Lima  Light,  Power 
and  Tramways  Co.,  known  as  the  Empresas  Electricas  Asociadas,  which  holds 
practically  a  monoi)oly  of  the  three  industries  in  Lima,  ('allao  and  suburban 
towns.  There  is  a  disfussion  of  the  income,  operating  expensees,  service,  etc. 
It  is  said  that  the  increase  in  the  gross  jn'ofits  from  the  light  and  power  depart- 
ment of  the  company  for  the  year  1913  amounted  to  $28, US,  while  the  operating 
costs  were  12,127  less  than  in  1912.  The  service  has  been  maintained  with  regu- 
larity, there  being  no  inl(>rruptions  of  much  importance.  1"he  principal  reason 
for  the  decrease  in  the  ()])erating  exi)eiises  was  the  smaller  consumption  of  fuel 
oil  in  the  central  steam  getierators,  owing  to  tlie  increase  in  the  amount  of  power 
secured  from  the  liiver  Kiniac  and  the  advantageous  operation  of  the  high-tension 
transmission  lines  between  Ohosica  and  Lima. 
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For  statement  of  facts  and   opinions   contained  in   papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATE  RESEARCH  INDEX 

The  next  number  of  Rate  Research,  which  is  the  conchiding 
number  of  Vokime  5,  will  be  devoted  entirely  to  a  classified 
index  of  Volumes  2-5,  and  an  alphabetical  index  of  Volume  5. 
Because  of  the  amount  of  work  involved  in  preparing  the 
index  for  pubHcation,  it  may  be  delayed. 

COMMISSION  DECISIONS 
NEW  YORK  (2nd  D.) 

300 — Investment  and  Return. 

City  of  SchejVectady  v.  Schenectady  Railway  Company,  Asking  for 
the  Restoration  of  Low  Rates.  Decision  of  the  New  York  Public 
Ser^'ice  Commission  (2nd  D.),  Dismissing  the  Complaint.  May  20, 
1914. 

"In  reaching  a  decision  upon  the  specific  issue  here  involved  (that 
is  to  say,  upon  the  question  whether  or  not  a  lower  rate  than  five 
cents  a  ride  should  be  charged  in  Schenectady),  we  have  had  to 
consider  whether  the  legal  five-cent  rate,  which  was  in  force  when 
these  proceedings  were  commenced  and  which  is  still  in  force,  does 
or  does  not  produce  an  unreasonable  income  upon  the  capital 
invested  in  the  railway  company's  urban  business.  That  is  really 
the  only  question  in  the  case.  If  it  should  appear  that  the  return 
upon  the  capital  invested  is  not  under  present  conditions  an  un- 
reasonable one,  all  things  considered,  then  the  question  whether 
these  profits  might  not  be  cut  down  somewhat  without  actually 
wrecking  the  railway  company  need  not,  we  think,  be  gone  into 
very  deeply.  As  we  understand  it,  the  law  contemplates  that  public 
service  corporations  shall  enjoy  a  larger  latitude  in  the  matter  of 
fixing  their  rates  than  they  would  have  if  they  were  held  down  to 
rate  schedules  so  calculated  as  to  just  enable  these  corporations  to 
avoid  insolvency.  To  apply  this  last  named  test  to  the  rates  of  fare 
charged  b>-  street  railwa>'  corporations  in  New  York  state  would  be 
to  drive  private  enterprise  out  of  this  portion  of  the  public  service 
field^at  a  very  early  date.  It  could  not  remain  there  under  any  such 
restrictive  and  impossible  conditions,  and  that  portion  of  the  public 
which  is  animated  bv  a  sense  of  fairness  in  such  matters  would  not 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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except  [expect]  it  so  to  do.  Again,  if  we  should  determine  that  the 
Schenectady  Railway  Company's  present  rates  of  fare  produce  no 
more  than  a  reasonable  return  upon  the  capital  invested  within  the 
five  cents  fare  zone,  we  need  not  pass  upon  the  question  whether 
lower  fares  might  not  so  stimulate  the  business  of  the  company  as 
in  the  end  actually  to  swell  its  revenues  rather  than  to  reduce  them. 
No  one  will  deny  that  this  might  be  the  result  of  charging  lower 
fares.  It  has  often  proved  to  be  so  in  the  past,  in  all  lines  of  business. 
But  it  has  by  no  means  always  proved  to  be  so;  and  as  to  what  will 
be  the  result  of  lower  rates  in  any  given  instance  depends  upon  many 
uncertain  factors,  and  must  be  viewed  rather  as  a  fertile  field  for 
speculation  and  guesswork  than  as  a  problem  susceptible  of  exact 
demonstration.  We  come  back,  therefore,  to  the  question  in  the 
form  in  which  we  first  stated  it,  as  the  only  real  question  before 
us.  Does  the  five  cents  rate  of  fare,  which  was  in  force  upon 
the  Schenectady  railway  within  the  city  limits  and  which  is  still  in 
force  there,  produce  upon  the  capital  invested  a  reasonable  dependable 
return  which  this  Commission  is  willing  to  characterize  as  un- 
reasonably large?  If  so,  it  must  be  reduced.  If  not,  it  must  be 
allowed  to  stand,  even  though  the  probable  effect  upon  the  company 
of  a  reduction  might  not  actually  involve  confiscation  of  company's 
property;  and  might  even,  other  factors  helping,  be  to  increase 
rather  than  decrease  annual  profits." 

340 — Rate  of  Return. 

The  railway  company's  claim  as  to  the  value  of  its  property  and  the 
return  secured  under  the  present  rates  is  compared  with  the  claims  of 
the  city  in  support  of  its  petition  for  the  sale  of  six  passenger  tickets 
for  twenty-five  cents.  The  Commission  says  that  even  if  the  city's 
claims  as  to  the  value  of  the  company's  property  were  all  absolutely 
correct  still  the  present  return 

"would  only  represent  a  yield  of  between  eight  and  nine  per  cent  on 
such  valuation,  and  this  percentage  would  of  course  be  materially 
reduced  if  any  considerable  portion  of  the  cost  of  complying,  from 
time  to  time,  with  the  provisions  of  the  Public  Service  Conmiission 
law  and  with  the  orders  of  this  Commission  were  to  be  met  out  of 
current  earnings  instead  of  out  of  capital. 

"That  a  conservatively  managed  company  may  properly  draw  upon  its 
annual  income  account  to  meet  some,  at  least,  of  the  annual  expense 
caused  by  the  necessity  of  compliance  with  the  Pul)lic  Ser^•ice  Com- 
missions Law  and  with  orders  of  this  Commission,  is  something 
which  will  not,  we  think,  be  seriously  disputed  by  fair  mindetl 
people.  Precisely  how  extensi\'ely  income  rather  than  princijial 
should  be  used  for  these  purpose's  is  of  course  a  question  which 
would  have  to  be  answered  differently  in  different  cases.  In  the 
present  case,  we  do  not  fe(>l  that  tlu^  (|U('stion  need  be  specifically 
answered,  so  far  as  this  Conunission  is  concerned,  because  even  a 
slight  charging  off  against  annual  income  of  such  betterments  and 
replacements  as  nmst  i)e  made  every  year,  under  our  present  system 
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of  \igilant  supervision  ov(m-  public  service  corporations,  would 
bring  the  net  income  of  this  company  well  below  the  amount  men- 
tioned in  the  preceding  jiaragraph,  and  to  a  figure  which,  in  the 
present  case  and  undei'  existing  conditions,  we  should  not  feel 
justified  in  characterizing  as  excessive.  We  say  this  with  a  full 
realization  of  the  fact  that  the  Schenectady  Railway  Company 
appears  at  present  to  be  in  a  fairly  prosperous  condition.  Our 
present  Public  Service  Commission  Law  was  intended,  as  we  have 
said,  not  merely  to  permit  corporation  of  this  character  to  accu- 
mulate such  scant  earnings  as  would  keep  them  out  of  the  bankruptcy 
courts,  but  actually  to  allow  them  under  good  managements  to 
attain  positions  of  reasonable  assured  prosperity.  The  fact,  there- 
fore, that  the  Schenectady  Railway  Company  seems  to  have  attained 
that  kind  of  a  position  does  not  alter  our  opinion,  that  such  a  deci- 
sion as  is  asked  for  by  the  complainants  here  would  be  regarded 
throughout  the  State  of  New  York,  and  perhaps  over  a  larger  area 
as  the  equivalent  of  a  warning  to  private  enterprise  and  capital 
that  these  are  not  particularly  wanted  any  longer  in  the  street 
railway  field.  We  do  not  think  it  well  to  issue  such  a  warning  or 
what  might  with  some  degree  of  justice  be  construed  as  such,  at  the 
present  time.  The  result  of  driving  private  capital  from  the  work  of 
extending  and  improving  the  transit  facilities  our  people  now  enjoy 
would,  in  our  opinion,  be  quite  as  deplorable  from  the  standpoint  of 
the  general  public  as  from  that  of  the  financially  courageous  indi- 
viduals whose  money  is  now  invested  in  good  faith  in  pul:)lic  service 
enterprises  throughout  the  United  States. 

ARIZONA 

300— Investment  and  Return. 

I.  E.  Huffman,  Mayor  et  al.  v.  Tucson  Gas,  Electric  Light  and 
Power  Company.  Supplementary  Order  of  the  Arizona  Corporation 
Commission,  Approving  Agreement  in  Rates.     May  8,  1914. 

The  respondent  company  appealed  from  the  original  order  of  the 
Commission  (see  4  Rate  Research  20),  and  brought  suit  in  the  Superior 
Court  of  Maricopa  County,  Arizona,  praying  that  the  order  be  set 
aside.  Prior  to  any  trial  before  the  Court,  the  petitioner  and  the 
respondent  filed  an  agreement  with  the  Commission  compromising 
all  differences  in  the  issues  passed  upon  by  the  Commission  and  further 
agreeing  that  the  cause  pending  before  the  court  be  dismissed  by  the 
Compan}'. 

The  Commission  says: 

"The  city  of  Tucson  has  required  this  defendant  and  its  associated 
companies  to  make  large  expenditures  of  money  in  said  city  for 
paving  charges  and  cost  of  moving  poles  and  wires  and  the  interests 
of  both  complainant  and  defendant  in  the  above  cause  sei^ii  best 
conserved  by  the  approval  by  this  Commission  of  the  agreement  in 
question,  and  the  dismissal  of  the  case  before  the  Superior  Court." 
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720— Rate  Schedules. 

The  rates  set  forth  in  the  agreement  and  approved  by  the  Commission 
are  as  follows: 

LIGHTING  RATES. 
Rate. 

12  cents  per  kilowatt  hour  for  the  first   100  kilowatt  hours  per  month. 

11  cents  per  kilowatt  hour  for  the  next  200  kilowatt  hours  per  month. 

9  cents  per  kilowatt  hour  for  the  next  200  kilowatt  hours  per  month. 

6  cents  per  kilowatt  hour  for  the  next  500  kilowatt  hours  per  month. 

5  cents  pei-  kilowatt  hour  for  all  excess  used  per  month. 

Minimum  Charge. 

$1.00  for  a  monthly  consumption  of  8  kilowatt  hours  or  less. 


STREET  LIGHTING  RATE. 

Rate. 

$76.00  per  lamp  per  annum  for  the  same  or  similar  type  of  street  arc  light  as 
that  now  prevailing,  service  to  be  rendered  for  a  period  of  five  years  from  the 
date  of  the  agreement. 

CALIFORNIA 

300 — Investment  and  Return. 

City  of  Monterey  v.  Coast  Valleys  Gas  and  Electric  Company, 
Alleging  that  the  Rates  for  Gas  are  Unreasonable.  Decision  of  the 
California  Railroad  Commission,  Fixing  Rates,  June  30,  1914. 

315.1— Going  Value. 

"The  question  of  what  constitutes  'Going  Value'  is  largely  a  matter 
of  opinion  and  the  only  eA'idence  aside  from  the  highly  theoretical 
assumption  by  the  engineers  for  the  defendant  appears  to  be  that 
no  depreciation  reserve  has  been  set  up  to  provide  for  the  ultimate 
replacement  of  each  element  of  physical  property  at  the  end  of  its 
useful  life. 

"On  a  strict  reproduction  theory,  it  is  difficult  to  understand  how  the 
question  of  past  deficits  can  be  considered  or  why,  if  such  deficits 
actually  occuried  and  if,  contrary  to  the  usual  practice  with  small 
companies  such  as  the  j^redecessors  of  (U^fendant,  they  were  not 
occasioned  by  the  investment  of  surplus  earnings  in  plant  the  present 
owners  should  be  reimbursed  for  losses  borne  by  former  owners  of 
the  property.  At  any  event,  it  is  not  clear  to  me  how  early  losses 
can  add  to  'th(^  present  ^'alue  of  this  or  any  other  plant.  The  whole 
trouble  in  this  and  many  other  cases  before  the  Conunission,  is 
that  engineers  representing  utilities  will  not  be  consistent.  Because 
a  property  has  lost  money  certainly  does  not  make  it  more  valuable, 
although  it  of  course  makes  it  more  costly  and  the  only  theory  upon 
which  losses  could  be  considered  at  all  in  rate  fixing  is  on  the  theory 
that. cost  should  be  tlu>  l)asis  upon  wiiich  rates  should  be  determined; 
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and  the  justification  for  the  cost  basis  for  fixing  rates  is  found  in 
the  fact  that  when  any  one  incurs  an  expense  for  another,  he  has  a 
right  to  expect  to  be  reimbursed.  In  short,  considerations  of  equity 
are  the  only  ones  that  should  appeal  to  a  governmental  agency  in 
endeavoring  to  determine  a  basis  upon  which  an  earning  shall  be 
allowed.  This  Commission  should  always  be  ready  to  give  consid- 
eration to  every  equitable  claim  of  a  utility,  whether  it  could  be 
forced  to  do  so  under  a  strict  interpretation  of  the  law  or  not.  And 
on  the  other  hand  it  certainly  is  a  peculiar  attitude  to  assume  by 
any  one  who  desires  to  give  or  receive  fair  treatment,  to  say  that 
considerations  of  equity  must  be  controlling  upon  this  Commission 
in  fixing  rates  when  such  equity  is  in  favor  of  the  utilit^s  but  that  no 
account  should  be  taken  nor  consideration  given  to  equity  when  such 
a  procedure  would  tend  in  anywise  to  decrease  the  amount  upon 
which  an  earning  is  desired  to  be  made. 

"It  should  be  understood  by  utilities  and  the  public  alike,  and  recog- 
nized by  commissions  and  courts,  that  when  you  take  away  from  an 
enterprise  the  right  to  determine  for  whom  and  for  what  price  it 
will  conduct  its  business,  you  have  eliminated  the  possibility  of 
applying  the  same  rules  of  value  as  obtained  in  an  unregulated 
enterprise.  Value,  as  commercially  understood,  is  something  which 
can  not  be  determined  until  after  the  earning  power  is  determined, 
and  the  fact  upon  which  connnissions  are  asked  to  find,  when  asked 
to  find  value  as  commercial!}'  understood,  is  a  fact  which  finally  has 
no  existence  until  after  the  authority  of  the  State  has  been  exercised 
in  determining  the  proper  conditions  upon  which  the  business  shall 
be  conducted,  the  proper  rates,  and  so  the  earning  power.  The 
sooner  it  is  understood  by  the  utilities  that  under  modern  conditions 
they  are  literally  at  the  m?rcy  of  the  State,  the  sooner  thev  w  11 
realize  that  only  equitable  considerations  are  the  ones  that  will 
finally  have  weight,  and  until  commissions  and  courts  representing 
the  sovereignty  of  the  State  realize  that  always  they  should  make 
the  'ought'  determine  the  'must'  such  governmental  agencies  have 
not  become  equal  to  their  task.  I  do  not  mean  to  suggest  that  any 
agency  should  be  subject  to  the  caprice  of  governmental  authority, 
but  I  do  insist  that  it  should  be  recognized  as  a  plain  fact  by  the 
utilities  that  they  are  subject  to  regulation  and  that  the  character  of 
such  regulation  and  its  extent  will  be  largely  determined  l')y  the  atti- 
tude of  the  utilities  themselves. 

"It  is  inconceivable  to  me  how  any  engineer  or  how  any  utility  could 
expect  public  officials  of  any  intelligence  whatsoever  to  accept  ex- 
aggerated so-called  'values'  such  as  the  one  here  presented,  wherein 
every  principle  of  consistency  is  Aiolated  and  every  known  method 
of  loading  resorted  to  in  order  to  increase  the  amount  upon  which  an 
earning  shall  be  expected.  If  as  widely  di\-ergent  results  can  l)e 
reached  by  competent  engineers  dealing  with  the  same  subject- 
matter,  as  have  Ijeen  reached,  then  the  most  that  can  be  said  is  that 
the  value  of  engineering  aid  to  rate  fixing  is  much  overestimated,  or 
that  one  or  the  other  engineers,  where  such  widely  different  results 
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are  obtained  is  mentally  dishonest.  I  do  not  mean  by  this  a  re- 
flection upon  Mr.  Woodbrido;e,  the  engineer  who  made  the  physical 
appraisal  in  this  case,  but  my  reflection  is  upon  the  method  and  those 
responsible  for  it.  What  the  Commission  would  like  to  know 
is  the  sum  of  money  upon  which  it  ought  to  allow  an  earning  in  any 
case  and  it  will  serve  no  good  purpose  and  will  be  merely  a  waste  of 
time  for  utilities  to  present  an  exaggerated  statement  with  the  hope 
that  this  Commission  may  follow  a  practice,  too  prevalent  in  the 
past,  of  splitting  the  difference  between  such  estimate  and  some 
other  which  is  perhaps  lower.  This  Commission,  however,  should 
have  no  desire  whatsoever  in  the  matter,  either  that  the  basis  for 
rate  fixing  be  large  or  small.  It  should  merely  desire  the  facts  and 
when  theories  must  be  applied  to  facts,  only  those  theories  which 
give  to  the  utility  and  the  patrons  what  ought  to  be  accorded  should 
be  followed." 


NEW  YORK  (1st  D.) 

221.1 — Issue  of  Stocks  and  Bonds. 

Application  of  the  Dry  Dock,  East  Broadway  and  Battery  Railroad 
Company,  For  Authority  to  issue  Refunding  Bonds.  Decision  of  the 
New^  York  Public  Service  Commission  (1st  D),  Denying  the  Appli- 
cation.    March  3,  1914. 

The  Company  asked  to  be  allowed  to  issue  bonds  for  the  purpose  of 
refunding  certain  obligations.  The  majority  opinion  prepared  by 
Commissioner  Malt]:)ie  after  discussing  the  case  at  length  denies  the 
application.  The  following  is  an  extract  from  the  summary  contained 
in  this  opinion. 

"Briefly  stated,  the  applicants  ask  to  be  allowed  to  readjust  their 
indebtedness  (practically  to  reorganize)  without  proof  that  the  new 
or  old  delfts  represent  property  of  equal  \-alue  or  cost.  The>'  have 
not  pro\ed  that  the  obligations  to  be  refunded  were  for  capital 
purposes,  that  no  obligations  were  incurred  to  pay  for  replacements, 
or  that  all  withdrawals  have  properly  been  credited  to  cajiital 
account.  They  disregard  these  points  and  hold  that  the  Commission 
ought  not  to  investigate  and  ascertain  the  facts.  They  practically 
declare  that  the  existence  of  a  real  obligation  gives  them  the  right 
to  capitalize  it,  regardless  of  its  character  or  the  purpose  for  which 
it  was  incurred.  I'hey  argue  that  it  is  immaterial  and  that  it  does 
not  concern  the  Connnission  whether  the  company  will  earn  interest 
on  the  proposed  issue  of  bonds  or  not. 

"In  my  opinion,  it  is  not  only  th(>  powcM-  but  the  duty  of  the  Com- 
mission before  approving  the  proposed  issue  of  bonds — 

(1)  To  ascertain  the  purposes  for  which  tli(>  funds  obtained  from  the 
obligations  to  be  refunded  were  used. 
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(2)  To  determine  whether  all  represented  permanent  improvements 
of  the  plant,  or  renewals  and  replacements  of  obsolete  or  worn-out 
property. 

(3)  To  ascertain  whether  all  withdrawn,  replaced  and  abandoned 
property  has  been  credited  to  capital  account  at  the  figure  at  which 
it  was  entered  in  that  account. 

(4)  To  segregate  all  expenditures  for  maintenance,  renewals  and 
replacements  and  the  cost  of  all  withdrawals,  and  to  permit  the 
capitalization  of  only  such  expenditures  as  represent  permanent 
improvements  to  the  net  amount. 

(5)  To  restrict  the  amount  of  bonds  to  a  figure  upon  which  the 
company  will  with  reasonable  certainty  earn  interest. 

"At  present  the  Commission  has  no  data  in  the  record,  which  could 
be  said  to  warrant  the  statement  that  the  proposed  refunding 
scheme  is  lawful  or  that  no  part  should  be  charged  to  operating 
expenses  or  income.     .     .     . 

"The  application  should  either  be  denied  or  a  thorough  investigation 
instituted  to  ascertain  if  there  are  any  facts  which  would  throw  a 
more  favorable  light  upon  the  proposal.     .     .     .'" 

The  minority  opinion  prepared  by  Commissioner  Williams  points  out 
that  obligations  which  the  company  proposes  to  refund  were  incurred 
prior  to  the  passage  of  the  public  utilities  act  and  holds  as  follows : 

"Clearly  the  Legislature  sought  to  keep  from  the  Act  anything  which 
might  be  construed  to  be  retroactive  in  its  effect  and  which  might 
tend  to  unsettle  the  status  of  existing  obligations. 

"The  enactment  of  the  Pul^lic  Service  Commissions  law  was  brought 
about  primarily  to  put  a  stop  to  overcapitalization  of  Public  Service 
Corporations.  This  overcapitalization  was  a  well  recognized  fact; 
yet  the  securities  were  lawfully  issued  and  in  the  hands  of  innocent 
holders  for  value,  and  in  my  opinion  the  framers  of  the  Act  meant 
just  this:  We  will  not  attempt  to  interfere  with  obligations  already 
issued,  or  with  those  approved  by  the  Board  of  Railroad  Com- 
missioners, but  not  yet  issued;  neither  will  we  interfere  with  the 
refunding  of  these  obligations  when  they  become  due  except  to 
ascertain  if  the  refunding  is  lawful  and  the  amount  necessary  for  that 
purpose,  but  all  future  issues  of  securities  in  the  State  of  Xew  York 
shall  be  limited  to  amounts  properly  chargeable  to  capital  account 
and  a  certification  to  that  effect  must  be  procured  from  the  Public 
Service  Commission  before  such  securities  shall  be  issued. 

"Neither  do  I  believe  that  passing  upon  the  application  the  Com- 
mission is  authorized  to  go  into  the  question  of  the  physical  value  of  the 
applicant's  property  at  this  time  or  at  the  time  the  obligations  sought 
to  be  refunded  were  issued;  neither  do  I  believe  that  we  should  go  into 
a  systematic  examination  of  the  replacements  and  retirements. 
Otherwise,  in  effect,  the  Commission  would  be  exercising  the  same 


394  5        Rate     Research 


power  with  respect  to  securities  lawfully  issued  before  the  enactment 
of  the  Public  Service  Commissions  Law,  that  it  has  by  law  with 
respect  to  the  new.     .     .     ." 


CALIFORNIA 

300 — Investment  and  Return. 

Thomas  Monahan,  as  Mayor  of  the  City  of  San  Jose,  v.  San  Jose 
Water  Company,  Alleging  That  the  Company's  Rates  for  All  Classes 
of  Service  Are  Unjust  and  Unreasonable.  Decision  of  the  Railroad 
Commission  of  California,  Adjusting  Rates.     May  22,  1914. 

The  Commission  made  the  usual  valuation  of  the  water  utility's  property 
and,  in  an  opinion  by  Commissioner  Eshleman,  discusses  the  making 
of  proper  allowances  for  the  company's  water  rights,  for  gomg  value, 
anci  for  paving  over  mains.  Commenting  upon  the  value  found  to  be 
reasonable,  the  Commission  says: 

It  should  not  be  the  desire  of  this  Commission,  as  has  often  been  said, 
to  endeavor  to  scale  down  the  properties  of  public  utilities  to  the  last 
dollar,  rather  the  Aaluations  should  be  liberal  when  proper  economic 
theories  are  followed,  and  always  this  Commission  should  endeavor 
to  bring  about  a  result  where  any  agency  serving  the  public  should 
have  liberal  payment  for  the  sacrifices  such  agency  has  made. 
Neither  should  the  Commission  feel  that  it  is  its  duty  when  it  is 
dealing  with  a  particularly  prosperous  utility  to  reduce  it  to  such  an 
extremity  that  it  cannot  properly  perform  its  duty  to  the  pul^lic. 
Prosperity  on  the  part  of  the  utilities  is  desirable  from  every  stand- 
point, and  a  rate  that  will  bring  about  such  prosperity  should  always 
be  imposed  upon  the  public ;  and  it  is  better  to  have  a  few  cents  more 
on  the  rate  and  produce  a  utility  which  is  able  to  give  good  service  to 
the  public  than  to  have  the  lowest  rate  which  may  possibly  be 
justified  and  produce  a  utility  which  is  continually  stri^'ing  to  make 
both  ends  meet.  This  company  has  no  bonded  debt  and  in  every 
way  is  prosperous,  and  the  people  of  San  Jose  and  this  Commission 
alike  should  be  pleased  at  this  condition.     .     .     . 


NEW  JERSEY 
781 — Adequacy. 

Complaint  of  H.  M.  Voorhees  &  Brother  v.  Public  Service  Electric 
Company.  Asking  that  the  Company  be  R(>c|uired  to  Furnish  Direct 
Current  for  Elevator  Service.  Decision  of  the  New  Jersey  Board  of 
Public  Utility  Commissioners,  Dismissing  the  Application.  Jul\-  21, 
1914. 

The  company  offered  to  furnish  two  ph:ise  alternating  curn^nt  to  the 
complainant  for  elevator  servic(>  instead  of  the  direct  current  service 
applied  for.     It  appears  that  a  number  of  customers  are  supplied  with 
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direct  current  service  but  that  the  company  desires  to  discontinue  such 
service  and  furnish  only  alternating  current  for  all  elevator  service. 
The  Commission  says: 

"It  is  unquestionably  the  duty  of  an  electric  company  cngaocd  in 
the  supplying  of  electricity  to  furnish  service  to  all  who  demand  it, 
except  competitors.  But  it  is  not  under  obligation  to  supply  a 
particular  and  costly  kind  of  service  demanded  by  a  proposed  customer, 
if  it  is  capable  of  furnishing  another  kind  of  service  involving  less 
expense,  and  suiting  the  purpose  of  such  customer  equally  as  well. 
The  complainants  do  not  stand  in  the  same  position  as  a  person  who 
has  been  a  direct  current  customer  and  having  invested  in  an  equip- 
ment suitable  for  such  current,  is  requested  to  change  from  one 
kind  of  service  to  another.  Complaints  of  the  latter  character 
now  pending  before  the  Board  are  in  the  process  of  investigation 
and  the  conclusions  in  the  present  case  can,  of  course,  in  no  wise  be 
taken  as  reflecting  its  views  in  any  other  case." 

The  Commission  further  concludes  that  there  is  very  little  if  any, 
difference  between  the  two  currents  in  the  smoothness  and  safety  of 
operation  and  that  while  in  general  the  cost  of  installation  of  alternating 
current  elevator  equipment  is  slightly  higher  than  the  cost  of  similar 
equipment  for  direct  current  service,  the  cost  of  maintenance  of  the 
former  is  likely  to  be  less  than  the  latter.  The  application  was  dis- 
missed. 

REFERENCES 
RATES 

623— Power  Factor. 

Rate  for  Electrical  Energy,  by  G.  Darrteus.  Electrical  World,  1-8 
page,  September  5,  1914,  p.  484. 

This  is  an  abstract  of  an  article  published  in  La  Revue  Electrician  of  July  17, 
1914,  on  the  proposal  of  Riccardo  Arno  to  charge  not  only  for  the  real  power,  but 
also  to  nuike  a  certain  charge  for  the  "wattless  power." 

611— Light. 

The  Cost  of  Lighting.     Editorial,  Electrical  Review,  September  12, 

1914,  p.  506. 

The  increasing  comparative  importance  of  the  original  outlay  for  lighting,  because 
of  the  decrease  of  running  expenses  due  to  greater  lamp  efficiency,  is  pointed  out. 

INVESTMENT  AND  RETURN 

310— Valuation. 

Valuation  of  Public  Service  Corporations.  ^'oLu^IE  2.  Sup- 
plement, 1914.  Bv  Robert  H.  Whitten.  The  Banks  Law  Pub- 
lishing Co.,  New  York,  1914.     645  pages,  pp.  799-1443.     .'«5.50. 

The  theory  and  practice  of  valuation,  as  it  has  developed  since  the  publication  of 
Dr.  Whitten's   '"Valuation  of  Public  Service  Corporations,"   in   1912,   is  treated. 
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The  numerous  court  and  commission  decisions  since  that  time  are  arranged, 
discussed  and  fully  quoted  or  abstracted  according  to  the  method  used  in  the 
earlier  volume.  The  same  chapter  numbers  and  headings  are  retained  and  a 
cumulative  index  included. 

310— Valuation. 

Report  on  the  Fair  Value  of  the  Property  of  the  Kansas  City 
Electric  Light  Company  and  Subsidiary  Companies  of  Kansas 
City,  Missouri.     112  pages. 

This  is  the  report  of  Philip  J.  Kealy,  the  engineer  for  the  company,  in  the  Kansas 
City  Electric  Light  Company  case  before  the  Missouri  Commission. 

310 — Valuation. 

Report  on  the  Capital  Entitled  to  Returns  Invested  in  Property 
OF  THE  Houston  Lighting  and  Power  Company,  of  Houston,  Texas. 
1905.     By  James  E.  Allison  and  Company,  St.  Louis.     315  pages. 

This  is  the  report  of  the  engineers  for  the  company  on  the  value  of  the  property 
of  the  Houston  Lighting  and  Power  Company.  In  connection  with  an  analysis 
of  the  report  of  Lyndon  and  Elrod,  the  engineers  for  the  city,  various  mooted 
principles  of  valuation  are  discussed  at  length.  Citations  from  the  decisions  of 
courts  and  commissions  are  included. 

395 — ^Proceedings  of  Technical  Associations. 

New  England  Section  of  the  National  Electric  Light  Asso- 
ciation. Sixth  Annual  Convention  at  Narragansett  Pier,  R.  I., 
September  2,  3,  4.  Electrical  Review,  6  pages,  September  12,  1914, 
p.  530.     Electrical  World,  2  pages,  September  12,  1914,  p.  506. 

Abstracts  of  the  papers  read  at  this  convention  and  the  discussion  of  them  is 
given. 

395 — Proceedings  of  Technical  Associations. 

Colorado  Electric  Light,  Power  and  Railway  Association. 
Electrical  Review,  2  1-3  pages,  September  12.  1914,  p.  536.  Electrical 
World,  1  page,  September  12,  1914,  p.  508. 

An  accomit  is  given  of  the  annual  convention  of  the  Colorado  Association,  Sep- 
tember 3-5.     Brief  abstracts  are  included  of  the  papers  which  were  read. 

340 — Rate  of  Return. 

Some  Neglected  Phases  of  Rate  Regulation.  Fluctuating 
Prices  and  the  Earnings  of  Capital,  by  J.  Maurice  Clark.  Amer- 
ican Economic  Review,  10  pages,  September  1914,  p.  564. 

The  author  contends  first,  that  if  the  depreciation  of  gold  continues,  it  will 
proliably  call  for  higher  rates  of  income  on  inv(!stnients,  including  those  in  cjuasi- 
public  industry,  than  the  returns  to  which  wo  have  become  accustomed.  But 
if  prices  are  to  fall  steadily  from  now  on,  all  industries  may  be  able  to  borrow 
more  cheaply  than  at  present,  and  the  "reasonable  return"  in  public  service 
industries  may  be  lower  than  at  present.  S:'cond,  if  betterments  made  out  of 
earnings  are  entitieil  to  future  dividends  at  i\\?  current  rate,  the  amount  of  such 
betterments  should  l)e  c:)unted  exactly  as  if  tlrv/  w.m\>  cash  divi(hnuls  for  purposes 
of  regulation  of  charges,  but  if  this  is  d  jn3,  it  will  be  public  policy  to  allow  a  higher 
total  return  1  h;ui  that  which  we  are  accustomed  to  consider  reasonable.     Third, 
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if  earnings  are  to  be  allowed  en  such  betterments,  it  becomes  advisable  to  see  to 
it  that  they  are  expended  with  reasonable  economy  and  for  purposes  whose  public 
importance  justifies  the  outlay,  with  at  least  as  much  care  as  we  spend  in  safe- 
guarding the  expenditure  of  funds  raised  by  the  issue  of  new  securities. 

PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation. 

How,  When  and  Where — A  Few  Irregular  Thoughts  on  Regu- 
lation, by  John  S.  Bleecker.  Head  before  the  Southeastern  Section, 
National  Electric  Light  Association,  at  its  Second  Annual  Convention, 
August  19-21,  1914.     10  pages. 

Various  phases  of  public  service  regulation  are  touched  upon.  It  is  said  that 
the  real  object  of  regulation  is  to  solve  the  public  utility  equation — namely.  Rates, 
Service,  and  Rate  of  Return  en  Investment.  Rates  shall  be  high  enough  to 
insure  to  the  consumer  that  reasonable  service  which  will  encourage  the  use  of 
the  commodity  by  him,  and  at  the  same  time  be  high  enough  to  afford  a  fair 
return  upon  the  investment,  so  that  additional  capital  will  be  freely  attracted 
to  the  enterprise  to  keep  pace  with  the  growth  of  the  lousiness,  provided,  ajways, 
that  the  rate  is  not  higher  than  the  service  is  reasonably  worth.  The  Georgia 
Commission  is  quoted  to  the  effect  that  "one  of  the  most  serious  objections  that 
has  been  urged  to  the  regulation  of  pul)lic  utilities  by  commission  is  that,  if  the 
same  rate  of  return  on  the  capital  invested  is  allowed  to  all  companies,  it  removes 
in  many  cases  all  incentive  to  the  responsible  officers  of  utility  companies  for 
enterprise,  hard  work  and  economy,  and  that,  in  consequence,  both  the  public 
and  the  stockholders  are  losers  and  great  injury  is  done  the  industries." 

221 — Capitalization. 

Public  Regulation  of  Railroad  Issues,  by  William  Z.  Ripley. 
The  American  Economic  Review,  24  pages,  September,  1914,  p.  541. 

The  regulation  of  capitalization  by  the  states,  especially  New  York,  Massachu- 
setts and  Texas,  is  discussed.  The  policy  of  the  New  York  Commissions  is  com- 
mended, especially  as  being  wise  and  sane.  It  is  said  that  the  New  York  Com- 
missions "apparently  refrained  from  an  unduly  drastic  policy  in  scaling  down 
securities.     Unlike  Texas  the  policy  pursued  did  not  seek  to  luido  at 

one  fell  stroke  a  long  course  of  financial  excesses  in  the  past.  Nevertheless,  a 
wholesome  restraint  and  corrective  was  applied  so  far  as  practicable."  It  is 
held  that  the  experience  of  Massachusetts  in  seeking  honest  capitalization  by  law 
is  significant  in  several  respects.  It  reveals  the  possibility  of  too  great  strictness 
in  financial  regulation,  or  rather  misplaced  strictness  in  focusing  attention  upon 
the  issue  price  rather  than  upon  the  provision  in  prcper  ways  of  an  adequate 
supply  of  capital  for  the  needs  of  the  service.  It  also  emphasizes  the  need  of 
elasticity  in  procedure;  not  governing,  that  is  to  say,  through  rigid  statutorj- 
rules,  but,  after  laying  down  the  law  in  its  general  terms,  giving  play  for  the 
exercise  of  discretion  in  its  application.  Yet.  while  defective  for  a  time  in  these 
respects,  no  imi)artial  student  can  deny  that  the  effect  of  this  ]\Iassachusetts 
legislation  has  on  the  whole  been  salutary.  The  statement  is  made  that  the 
course  of  events  in  recent  years,  despite  the  activity  of  the  several  states  in  regu- 
lating capitalization,  has  emphasized  the  need  of  legislation  in  this  field  by  the 
federal  government.  The  desirability  of  an  enlargement  of  the  scope  of  authority 
of  the  Interstate  Commerce  Commissicn  has  been  established  through  the  well 
nigh  intoleralile  conflict  of  authority  of  the  many  public  service  commissions  and 
state  courts  now  at  work  in  this  field.  No  fewer  than  six  different  state  com- 
missions are  said  to  be  taking  a  hand  in  the  pending  reorganization  of  the  Wabash. 
The  approval  of  each  is  necessary  for  validation  of  the  plans,  and  it  is  impossible 
to  obey  so  many  masters.  It  is  also  daily  becoming  more  clear  that  the  conflict 
of  state  and  federal  authority  in  the  regulation  of  rates  can  be  averted  only  by 
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the  assumption  of  vmified  financial  control  by  the  United  States.  Rates,  service 
and  finance  are  so  completely  interlocked  that  satisfactory  regulation  in  each 
field  cannot  be  exercised  except  by  the  assumption  of  full  authority  over  all  three 
domains  alike. 

200 — Public  Service  Regulation. 

Regulation  of  Public  Service  Companies  in  Great  Britain,  by 
Robert  H.  Written.  Review,  by  James  E.  Allison.  American 
Economic  Review,  1|  pages,  September,  1914,  p.  652. 

.\n  interesting  review  of  Dr.  Whitten's  book  is  given.  In  the  discussion  of  Chapters 
7-12,  it  is  said  that  probably  the  most  interesting  condition  of  utilitj'  regulation 
in  Great  Britain,  as  compared  with  regulation  in  the  United  States,  is  that  the 
British  system  tends  to  regulate,  dividends  and  profits  directly  and  rates  indi- 
rectly through  the  dividends,  while  in  the  United  States  our  public  service  com- 
missions tend  to  regulate  rates  directly  and  dividends  indirectly  through  rates. 
With  the  sliding  scale  as  established  for  some  British  gas  companies,  if  dividends 
go  uj),  rates  must  come  down.  This  leaves  a  considerable  field  for  the  exercise 
of  good  management  accruing  to  the  benefit  of  the  companies.  Under  the  sliding 
scale  system  this  incentive  for  good  management  is  recognized  and  is  a  stable 
elemen,t  in  the  regulation.  In  the  Unitecl  States,  where  rates  are  regulated 
directly,  but  supposedly  based  upon  a  calculated  rate  of  return,  the  incentive  for 
good  management  remains  only  in  the  fact  that  the  rates  may  not  result  in  the 
rates  of  return  attempted  to  be  established  and  in  the  fact  that  rates  are  regulated 
only  at  intervals.  It  is  evident  that  the  American  method  is  much  less  stable 
than  that  established  in  Great  Britain. 

200 — Public  Service  Regulation, 

Policies  of  Regulating  Bodies,  by  Edwin  Gruhl.  Aera,  11  pages, 
September,  1914,  p.  113. 

This  is  the  second  and  concluding  part  of  Mr.  Gruhl's  paper  dealing  with  the 
tendency  toward  uniformity  of  the  policies  of  regulating  commissions  (see  5 
Rate  Research  332).  The  cjuestions  of  value  in  purchase  cases,  issue  of  securities, 
certificates  of  convenience  and  necessity,  cost  of  service  and  rates,  and  service, 
are  considered  here. 

MUNICIPALITIES 

830— Public  or  Municipal  Ownership. 

Municipal  Ownership  in  London.  Editorial,  Electric  Railway 
Journal,  September  5,  1914,  p.  416. 

Attention  is  called  to  the  deficit  shown  in  the  operation  report  of  the  London 
County  Council  Tramways  and  to  the  fact  that  most  of  the  blame  for  this  is  put 
upon  the  power  of  motor  bus  competition.  The  London  Engineer  is  quoted  to 
the  effect  that  "had  the  tramways  been  run  from  the  first  as  a  business  concern 
by  business  men,  the  present  position  would  never  have  been  reached.  The  High- 
ways Committee  forgets,  in  complaining  about  motor  omnil)us  competition  that 
the  tramways,  when  first  introduced,  affected  the  incomes  of  certain  railroads. 
One  railroad  very  successfully  met  com]ietition  by  electrification  and  Inisiness 
economy."  It  is  said  that  it  is  true  that  business  principles  and  scientific  manage- 
ment are  not  and  never  have  been  innate  or  even  accjuired  attributes  of  govern- 
ment- ownership.  But  if  the  difficulties  are  not  due  to  faulty  direction,  but  to 
conditions  which  could  not  have  been  foreseen,  the}'  pr(>sent  an  eciuaily  strong 
argument  against  municipal  ownership.  The  electric  railway  business  presents 
many  hazards,  some  of  whi(!h  nuiy  be  escaped  by  good  numagement  and  some 
may  not.     Certainly  these  hazards  are  greatly  increased  by  municipal  owner- 
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sliip,  while  the  opportunities  for  escai)in^  those  which  are  common  to  both  pul)lic 
and  private  ownership  are  greatly  lessened  when  the  city  operates  the  railwaj'S. 
The  only  safe  plan  is  for  the  miinicipalitj'  to  refrain  from  all  commercial  under- 
takings possil)le.  The  funds  which  a  city  can  invest  in  enterprises  of  this  kind 
are  essentially  "trust  funds,"  and  it  should  he  as  careful  uf  exposing  them  to  the 
hazards  of  ordinary  business  as  are  the  administrators  of  other  trust  funds. 
When  to  this  argument  is  added  the  demonstrated  fact  that  a  municipal  enterprise 
cannot  be  conducted  as  efficiently  as  one  under  private  direction,  the  inadvisa- 
Ijility  of  municipal  oi)eration  of  electric  railway  systems'is  evident. 

830— Public  Ownership. 

Seattle  Steam  Heat  Situation.  Editorial,  Journal  of  Electricity, 
Power  and  Gas,  September  5,  1914,  p.  230. 

The  action  of  certain  members  of  the  Seattle  City  Council  asking  that  the  cor- 
poration counsel  advise  as  to  what  legal  steps  may  be  taken  to  stop  the  aggressive 
competition  of  the  private  lighting  company  in  the  furnishing  of  steam  heating, 
is  discussed.  The  alleged  refusal  of  the  lighting  companj'  to  supply  steam  heat 
service  to  consumers  unless  they  agree  to  purchase  their  electrical  energy  require- 
ments from  the  company  and  agree  to  compel  their  tenants  of  the  same  liuilding 
to  do  likewise,  is  commented  upon.  It  is  pointed  out  that  the  city  is  appar(>ntly 
realizing  the  advantage  of  controlled  monopolistic  as  compared  with  competitive 
public  utilities  service.  The  city  is  seeminglv  the  first  to  recognize  the  absurdity 
of  the  situation  when  the  competitive  conditions  for  any  reason  are  made  too 
uncomfortable. 

GENERAL 

920 — Economy  and  Efficiency. 

Economy  in  Handling  Peak  Loads,  Vjv  Reginald  Trautschold. 
Electrical  World,  3  pages,  September  12,  1914,  p.  516. 

The  selection  of  prime-mover  units  for  best  operating  results  under  various  condi- 
tions of  station  load  and  available  fuel  supply,  is  considered.  Tables  are  given 
showing  fixed  charges  and  total  cost  of  operation  of  l-oOO-kilowatt  steam,  steam 
and  natin-al-gas,  steam  and  oil-engine,  and  steam  and  producer-gas  plants. 

910— Promotion  and  Growth  of  the  Business. 

Rural  Electric  Service  in  Central  Indiana.  lectricol  Worhl,  2| 
page.s,  September  12,  1914,  p.  522. 

The  plan  whereby  the  Indiana  Railway's  and  Light  Company  is  building  up  rural 
electric  business,  is  outlined.  A  minimum  of  five  customers  is  reciuired  for  each 
mile  of  new  extension.  The  cost  of  the  line  complete  is  guaranteed  not  to  exceed 
$300  a  mile,  the  company  agreeing  to  pay  all  additional  expense  over  and  above 
this  amount.  Each  customer  must  promise  to  pay  his  projjortion  of  the  cost  of 
the  line  immediately  upon  its  completion.  The  company  collects  no  charges  for 
electricity  from  any  customer  until  his  interest  in  the  line  is  repaid  in  full;  or,  in 
other  words,  the  company  first  earns  the  value  of  the  line  in  service  rendered  to 
the  customer,  before  any  energy  charges  are  made.  In  case  other  customers 
w-ish  coniiections  before  the  line  is  fully  earned  by  the  comjiany,  each  is  required 
to  pay  his  proportion  to  the  charter  members  before  service  will  be  rendered. 
Any  customer  desiring  to  use  a  motor  of  1  horse-jiower  rating  or  larger  is  counted 
as  two  customers,  but  is  required  to  pay  only  as  one  customer.  If,  for  example, 
six  customers  have  signed  contracts  within  a  distance  of  a  mile  and  one  of  these 
customers  desires  to  use  a  1  horse-power  motor,  the  basis  of  settlement  will  be 
seven  customers  per  mile  or  .$43  each.  Rates  for  service  are  12  cents  a  kilowatt 
hour,  subject  to  a  10  per  cent  discount  for  prompt  payment,  with  a  minimum  of 
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$1.00  a  month  for  all  except  customers  who  have  motors  of  1  horse-power  rating 
or  larger.  In  the  latter  case  the  regular  motor  rate  of  5  cents  per  kilowatt-hour 
prevails,  with  a  minimum  of  $1.00  per  horse-power  per  month. 

770— Safety  of  Service. 

Safety  Rules  to  be  Observed  in  the  Operation  and  Maintenance 
OF  Electrical  Equipment  and  Lines.  Circular  of  the  Bureau  of 
Standards.     No.  49.     Pamphlet,  50  pap;es. 

This  gives  the  result  of  a  year's  study  liy  the  Bureau  of  Standards  of  safety  rules 
to  govern  the  operating  practice  of  employers  and  employes  on  electrical  work. 
The  rules  apply  to  the  operation  of  and  work  on  or  about  power  and  signal  lines, 
the  electrical  equipment  of  central  stations,  sub-stations,  private  plants,  electrical 
tests  and  tunnel,  subway  or  similar  underground  work.  General  rules  are  ad- 
dressed to  the  employer  and  to  the  employes,  followed  by  those  rules  under  sepa- 
rate headings  which  refer  to  special  classes  of  employes. 

781.5  -Inductive  Interference. 

Report  by  the  Joint  Committee  on  Inductive  Interference  to  the 
Railroad  Commission  of  the  State  of  California.  Proceedings  of 
the  A.  I.  E.  E.,  47  pages,  September,  1914,  p.  1311. 

A  report  of  the  committee's  work  to  date  is  given,  together  with  provisional 
rules  which  tend  to  improve  conditions  in  respect  to  inductive  interference. 
While  the  committee's  investigation  is  not  complete,  it  recommends  imanimously 
that  these  rules  be  made  effective  immediately,  without  waiting  for  the  comple- 
tion of  the  investigation. 

199— General  History  of  Related  Utilities. 

Telephones  and  Telegraphs,  1912.  Bulletin  123,  Bureau  of  the 
Census.     Pamphlet,  26  pages. 

A  series  of  tables  presenting  the  principal  data  in  regard  to  telephones  and  tele- 
graphs, to  be  published  as  a  bulletin  for  the  census  of  these  industries  which 
covered  the  calendar  year  1912,  is  given. 

920 — Economy  and  Efficiency. 

Representative  Underwood  on  Hydro-Electric  Development. 
Article  and  Editorial,  Stone  and  Webster,  8h  pages,  September,  1914, 
p.  213  and  p.  170. 

The  speech  delivered  by  Representative  Oscar  W.  Underwood  on  the  Adamson 
Bill,  is  characterized  as  one  of  the  most  masterly  contributions  ever  made  to  the 
discussion  of  the  cjuestion  of  hydro-electric  development  in  this  country.  Mr. 
Underwood  says  that  only  by  regulated  monopoly,  and  not  by  competition  and 
duplication,  can  the  l^est  services  and  the  lowest  rates  be  secured.  He  adds  that 
not  a  single  joint  improvement  of  navigation  and  development  of  water  power  by 
private  enterprises  in  a  single  navigable  stream  in  this  country  is  under  construc- 
tion at  this  time.  So-called  new  principles,  exploited  by  those  who  have  made 
a  political  foot  ball  of  their  so-called  conservation  policies,  have  succeeded  in 
putting  a  stop  to  all  joint  improvements  by  legislative  ol)stacle3.  The  bill  under 
discussion  undoutjtedly  protects  the  rights  of  the  public,  he  says.  But  his  fear  is 
that  it  does  not  hold  out  sufficient  inducements  to  capital  to  encourage  investment 
in  such  enterprises.  He  is  opposed  to  a  tax  on  the  use  of  water  in  navigable 
streams  for  power  pvu-poses.  The  best  reason  why  no  charg(»  should  be  made  and 
no  tax  be  levied  is  that  the  [people  are  entitled  to  as  cheap  electric  power  as  it  is 
possible  to  give  them,  whether  it  is  used  in  their  homes  for  light  and  heat,  or  in 
the  factories  for  manufacturing.  The  jjajier  in<'lu(les  a  discussion  of  various 
industries,  dependent  uiMin  cheai)  electric  power,  which  have  been  driven  to  other 
countries,  because  of  the  more  favora!)le  water  power  rights  granted. 
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2,  14,  155;  3,  95,  192,  224,  288,  384,  400 
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200— PUBLIC  SERVICE  REGULATION— LAW  AND  PRACTICE 

2,29,43,  62,74,75,  107,122,  138,  171.  172,186,188,203,218,223,233,235,252,259,265,266,267.  295,300, 
322,  338,  354,  355,  386,  401,  402;  3,  15,  16,  28,  1.59,  171,  190,  191,  223,  23S,  271,  287,  335,  365,  378, 
382,  394,  399:  4,  189,  3.34,  32,  15,  159,  287,  206,  127,  398,  32,  63,  288,  94,  335,  303,  64,  79,  126,  333, 
222,  285,  8,  221,  110,  253,  269,  16,  284,  253,  269,  286,  236,  221,  190,  176;  5,  6,  45,  61,  62,  76,  1  09, 
124,  125,  139,  156,  157,  186,  187,  188,  208,  239,  253,  302,  315,  316,  318,  397,  398. 

210    ORGANIZATION  OF  COMMISSIONS 

2,  .56,  402;  4,  237;  5,  366 

211  Qualifications — Appointment 

2,  218;  3,  12,  287,  368;  4,  15,  190;  5,  45.  76,  77 

211.9    Removal  of  Commissioners 

3,  352;  4,  314 

212  Officers 

3,  12 

213  Employes 

214  Expenses  of  Commissions 

220     GENERAL  POWERS  OF  COMMISSIONS 

2,  351,  385;  3,  12,  13,  44,  ,59,  85,  103,  125,  143,  336,  347,  363,  395;  4,  166,  395,  88,  44,  77;  5,  7,  72,  108, 
355,  385 

221  Capitalization 

4,  205;  5,  397 

221 . 1     Issue  of  Stocks  and  Bond  ^ 

2,  31,  204,  297;  3,  13,  58,  104,  185,  251,  327,  328,  345,  390,  391,  392;  4,  110,   143,  112, 
348,  341,  329,  330,  159,  94,  286,  400,  268;  5,  138,  278,  379,  392 

222  Accounts 

2,  98,  119,  186,  212;  3,  62,  109,  110,  124,  158,  175,  283,  .334,  381,  398;  4,  221,  333,  127,  302,  286,  168; 

5,  61,91,  172,  181,  187 

222.1  Form  of  Accounts 

2,  98,  119,  186,  212;  3,  85;  4,  90,  123,  206 

222.2  Audit  of  Accounts 

222.3  Method  of  Keeping  Accoimts 
2,  120;  3,  .301,  316;  4,  277;  5,  172 

223  Reports 

3,  1.59,  235;  4,  -331 

224  Rates 

2,  48,  91,  119,  122,  129,  250,  252,  262,  266,  267,  298,  299,  323,  333,  348;  3,  12,  S3,  118,  208,  224,  303. 
333,  395,  396;  4,  336,  219,  46,  91,  55,  61,  174,  203,  1.50,  173,  222,  96,  10,  395,  396.  384,  30. 
320,  268,  252,  302,  173,  192,  246,  262,  320,  328 

224.1 

224.2     Contracts 

4,  372,  134,  390,  136,  10.3,  346;  5,  164 

224  3 

224^5     Rates  Fixed  by  Contract 

2,  58;  4,  266,  268,  243,  259;  5.  22.  23,  26,  70,  86,  149,  200,  205 

224.9 

225  Schedules 

2.  44,  119 

225.1     Filing  of  Schedules 
2,95,  119,  293;  4,  247,  57,  263 

226  Service 

2.  299;  4,  89;  5,  7,  80,  299,  239,  256,  366 

226.1  Improvement  of  Service 

226.2  Extension  of  Service 
2,  48;  5,  14,  32,  57,  58.  134,  183,  365 

226.3  Joint  Service 
3,23,  276;  4,  112;  5,  368 

226.5     Standards  of  Service 

2,  32;  3,  382,  393;  4.  186.  334.  281,  315,  311,  124,  236.  268.  48 
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227  Valuation 

2,  43,  107,  lis,  122,  123,  139,  185,  187,  203,  235,  252,  268,  388,  400;  3,  381;  4,  137,  154,  le'J 

228  Franchises 

2,  188;  3,  84,  277,  278,  286,  279,  300,  318,  286,  331,  31S,  234,  190,  334;  4,  222,  383 

228.1    Approval  of  Franchises 

3,  171,213,  262;  4,  75;  5,89 

228.5 

230     COMPLAINTS 

3,  13;  4,  96 

231    Companies'  Procedure 

2,  202;  4,  79;  5,  4 

240     COMMISSION  PROCEDURE 

2,74;3,69;  5,  2S4 

241  Investigations 

3,  277;  4,  216,  264,  248 

242  Hearings 

242.1  Testimony 

5,  101,  102,  192 

242.2  Depositions 

242.3  Subpoenas  and  Witnesses 

242.4  Experts 

2,  43,  139,  203,  387,  402;  5,  102 

243  Orders 

4,382 

243.1  Preliminary 

243.2  Final 

243.3  After  rehearing 

243.4  Staying  of  orders 

243.5  Enforcement 

2,  184;3,  43,  395 

243.6  Penalties 

4,  78,  9;  5,  160 

244  Rehearings  and  Appeal 

2,  184,  119;  4,  344,  222,  320,  151,  395,  124,  275,  349,  140,  .345,  263 

241 
249 

250     COMMISSION  RECORDS 

4,  29 

251  Publicity 

252  Commission  Annual  Reports 

2,  84,  98,  119,  283,  296,  372,  .399,  48,  56,  71,  63,  68;  3,  85,  345,  172,  68,  267,  220,  144;  4,  29,  123,  299, 
12,  122,  13,  2S1;  5,  48,  76,  383 

253  Commission  Reports  of  Decisions 

2,  84,  100,  40,  72,  399;  3,  198,  327,  59,  156,  266,  392;  4,  1.39,  76;  5,  48 

260    HISTORY  AND  DEVELOPMENT  OF  REGULATION 

2,  235;  5,  46,  76 

261    Public  Service  Bills 

2,  31,  252,  399;  3,  221),  28,  271;  4,  111,  79,  2,36,  315;  5,  30,  284,  283 

265    Co-operation  of  Public  Service  Companies  with  Regulatory 
Bodies 

2,  203,  299;  3,  37S,  .3S2;  4,  285,  220,  303;  5,  60 

268  Public  Service  Laws 

2,  122,  386,  218,  295,  399,  283;  3,  11,  282,  125,  191,  2.39,  268,  398.  12,  75,  386.  125.  271.  304,  .351,  222, 
319,  352,  74,  304,  336,  382,  393;  4,  270,  108,  269,  300,  237,  285,  303,  2:J7,  287,254,301,  16, 
268,  77;  5,  14,  108,  125 

269  Comparison  of  Public  Service  Laws 
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300— INVESTMENT  AND  RETURN 

2,  58,  129,  185,  233,  355,  394,  91,  323,  122,  267,  392,  262,  266,  298,  123,  393,  333,  337,  338,  115,  322,  348, 
185.  252,  112,  398,  153,  187,  380;  3,  36,  255,  115,  131,  136,  140,  149,  168,  187,  206,  218,  237,  216, 
221,  57,  164,  267,  214,  201,  179,  237,  195,  266,  28,  214,  147,  205,  206,  51,  93,  29,  118,  183,  110, 
206,  101;  4,  20,  38,  283,  25,  284,  371,  373,  148,  159,  390,  4,  215,  380,  174,  376,  235,  197,3,201, 
248,  264;  5,  13,  19,  27,  44,  68,  70,  83,  107,  137,  153,  181,  211,  222,  253,  264,  293,  297,  307,308, 
315,  349,  350,  359,  387,  389,  390,  394 

310    VALUATION 

2,  40,  69,  87,  107,  118,  122,  123,  129,  139,  185,  187,  203,  219,  235,  263,  290,335,  348,  350,  388,  395,  400; 
3,  .307,  47,  187,  176,  254,  110,  219,  158,  303,  313,  340,  57,  188,  195,  318,  207,  72,  142,  77,  283,94, 
125,  119,  120,  78,  184,  215,  368,  124,  222,  255,  29,  62,  392,  207;  4,31,  381,  189,  284,  175.  205,397. 
235,  152,  1,36,  88,  215,  5,  71,  94,  175,  234,  3.32,  351,  219,  15,  115,  376,  302.  333.  3,  119;  5,60.  74, 
91,  156,  174,  185,  186,  207,  212,  314,  .395,  .396 

311  Basis  of  Valuation 

2,  7,  43,  3.34,  397,  398,  219,  265,  395,  400;  3,  151,  168,  73,  148,  12,  390;  4,'376,  142.  67.  5.  72.  396 

311.1  Original  Cost 

3,  169.  216;  4,  72.  137;  5,  266 

311.2  Reproduction  Cost  New 

2,  8.  268.  7;  3,  310,  115,  151,  166,  167,  216;  4,  73,  1.38;  5,  99,  1.53,  265 

311.3  Present  Value 

2,  7;  3,  309.  311.  216;  4,  23.  5,  116,  119;  5.  222 

311.4  Market  Value 

3,  169;  5.  382 

311.5  Cost  plus  Cost  of  Additions  and  Extensions 

3,  283,  390 

311.6  Earning  Value 

4,74 

312  Inventory 

3,  72,  303,  315 

312.1     Physical  Property 

5.69 

312.7  Donated  Property 

4,  138 

312.8  Discarded  Property 

4,  23,  39,  25,  69;  5,  213 

312.9  Paving  over  Mains 

2,  7;  3,  309,  165,  166;  4,  74,  138,  120;  5,  21,  09 

313  Prices 

2,  31,  43,  107,  124,  172,  219,  252,  298,  340,  .387,   lO.S;  3,   125,' 63,  314,  222,  48,  93.  1S8,''238,  3.34. 
398.  29;  4,  68.  73,  235,  267;  5,  124 

314  Overhead  Charges 

2,  59,  1.30,  396,  87,  335,  40,  .58,  131;  3,  207,  72,  73,  147,  53,  9,  351,  350;  4,  1.3G.  197.  235.   09.  6. 
62,  117.  377.  138.  120;  5.  70.  239,  360 

314.1  Promotion 

3,  327;  4,  21 

314.11  Initial  Engineering 

314.12  Legal  Expense 

314.2  Organization 
2, 130 

314.21  Incorporation 
2,  130 

314.22  Franchises 

2,  234,  263;  3,  308,  137,  390;  4,  21,  220,  373,  6,  8,  62,  121;  5,  256 

314.23  Permits 

314.3  Bond  Discounts 
2,  130,  131;  3,  9;  4,  74,  154 

314.4  Construction 
4,21 
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314.41  Engineering 

814.42  Administration 

314.43  Contingencies 

314.44  Contractor's  Profit 

3,  53;  4,  69 

314.45  Sub-contractor's  Profit 

314.46  Piece  Meal  Construction 

2,  87,  89 

314.5  Interest  during  Construction 

4,  154 

314.6  Taxes  and  Insurance  during  Construction 
3,53 

314.7  Early  Experimental  Work 
3,54 

314.8  Deficit  in  Early  Earnings 

3,  150,  54;  5,  350 

314.9  Special  Advertising  and  Soliciting 
2,  153 

315    Intangibles 

2,  14,. 43,  131,152,  153,  155,187,219,233,322,335,355,396,88,  119;  4,  23,  a51,  252,  268,  74,  116;  5, 

314 

315. 1  Going  Value 

2,  8,  88,  131,  187,  233,  322,349,  396;  3,  311,  312,  149,  164,  166,  327,  148,29,55,391:4, 
22,  39,  373,  267,  69,  5,  154,  198,  249,  265,  377;  5,  19,  28,  70,  100,  213,  268,  390 

315.2  Good  Will 

2,  7,  233,396 

315.3  Special  Contracts 

3,  147,  183;  4,  155,  378 

315.9 

317  Construction  in  Advance  of  Present  Needs 

3,  315;  4,  39 

318  Working  Capital 

2,  8;  3,  315,  55;  4,  22,  351,  378,  156;  5,  279 

319  Land 

2,  129,  130;  3,  51;  4,  156;  5,  22.  103,  104 

319.1    Water  Power  Rights 

5,  ini,  137,  252,  360 

320    APPRECIATION 

2,  335,  156,  50,  120,  335;  3,  38,  165,  166,  52,  392;  4,  39,  230,  143,  157 

330     CAPITALIZATION 

2,  50,  90,  123,  156,  195,  234,  263,  334,  390;  3,  335,  367,  283,  52;  4,  234,  158,  31,  94,  300,  269,  253,  252,  268,  176; 
5,  137,  231,  232,  236,  252,  314 

331  Amovint  of  Investment 

2,  396,  186;  3,  137;  4,  224 

331.1  For  Rate  Making  Purposes 

2,  64.  264;  3,  170,  280,  .391;  4,  175,  158 

331.2  Total  Capitalization 

2,263 

.331.3    Market  Value  of  Stocks  and  Bonds 

2,265,334 

.331.4     Original  Book  Cost 

3,  116 

.331.5     Net  Earnings  Rule 
3,  312,  283 

332  Notes  and  Other  Issues  for  Less  Than  One  Year 
335    Issues  of  Stocks  and  Bonds 

2,  195,  123,  297,  380,  90,  31,  123;  3,  40,  207;  4,  105,  380.  397;  5,  28.  230,  232 

337     Stocks  without  Par  Value 
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340    RATE  OF  RETURN 

2,  7,  22,  59,  69,  70,  89,  112,  115,  123,  133.  234,  265,337.338,  349,  398;  3.  36,  39,  250, 139.  150,78,  341,  148, 
54,  78,  120,  48,  378;  4,  374,  169,  74,  202,  23,  39,  394,  4;  5,  28,  57,  124,  213.  232,  269,  283,  309,  388, 
396 

341  Bond  Interest 

3,  54;  4.  168 

342  Dividends 

2,  372;  3,  379 

343 

345 
347 
349 

350     TOTAL  REVENUE,  EXPENSE,  INCDMS 

2,  64,  154.  372;  3,  37.  138.  326;  5,  365 

351  Revenue 

3,  367,  381 

352  Expense 

2,  65,  349;  3,  372;  4,  252,  26S,  63,  109,  267,  43.  202 

353  Income 

354  Surplus 

3,  136,93,  119;  4,  126 

360    DEPRECIATION 

2,  64,  69.  75,  86,  91,  132,  133,  155,  156,  203,  219,  337,  349,  396,  397,  400;  3,  38,  149,  270,  ILl,  63,  351.  30,  73, 
74,  189,  340,  196,  188,  143,  55,  119,  286,  397,  319;  4.  396,  175.  380.  298.  87.  313,  332,  390,  70.  31,  378, 
142,  168,  202,  199;  5,  12,  29,  44,  74,  75,  91,  207,  213,  240,  269 

361.1  Wear  and  Tear 

361.2  Inadequacy 

361 . 3  Obsolescence 

2,22.64 

361.5    Electrolysis 

5,  310 

362    Accrued  Depreciation 

4,  22,  170 

365  Annual  Rate  of  Depreciation 

2,  .349,  132,  69;  4,  22,  170 

365 . 1  Straight  Line  Method 

365.2  Sinking  Fund  Method 
5,269 

366  Depreciation  Funds 

2,  337;  3,  147;  4,  379 

369    Depreciation  Tables 

2,  156,  219 

370    PROFIT  SHARING 

371  Sliding  Scale  of  Rates  and  Dividends 

2,  44,  ,59,  74.  266,  .352;  3.  283;  4,  312;  5,  365 

372  Employes  Profit  Sharing 

3,  30;  5,  75,  175 

373  City  Profit  Sharing 

2,49;  5,  207 

374  Pensions,  Sick  Benefits,  etc. 

2,  124 


1 

TAXATION 

2 

,  268;  3, 

381 
382 

3, 

383 
384 

349,  332,  266,  189,  105,  304;  4,  96;  5, 

City 
State 

.30;  5,  256 

City  Compensation 
Federal  Income  Tax 

138, 

351 

Rate     Research  409 


390    GENERAL  INVESTMENT  AND  RETURN  INFORMATION 

2,  2'J,  75,  187,  2yS;  3,  287,  351,  222 

391    Reports  of  Companies 

3,  281 

395    Proceedings  of    Technical  Associations 

2,  204,75;  5,  223,  301,  313,  3!((i 

399    Comparative  Financial  Statistics 

2,50 

400— RATE  THEORY 

2,22,51,60,  112,235,303,31)1,  115,  114,40,  381,  382;  3,  llC,  2S)1,  3.59,  371,  323,  92,396,  397,  141,236,333, 
349,  140;  4,  35,  51,  52,  29,  204,  283,  301,  218,  158,  92,  91,  60,  92,  313,  252,  268,  234;  5,  29,  90,  123, 
135,223^272,276,371,376 

410     COST  OF  SERVICE 

2,  21,  23,  26,  27,  41,  42,  51,  52,  60,  66,  70,  100,  101,  108,  113,  114,  115,  116,  123,  167,  169,  170,  188,  219,  236, 
271,  283,  322,  336,  339,  353,  359,  361,  371.  379,  381,  235,  63,  365,  377,  380,  382;  3,  302,  205,  116,  134, 
92,  121,  284,  2.37,  25,  14,  292,  175,  204,  270,  317,  26,  253,  75,  142,  56,  155,  184,  248,  1.57,  83,  186;  4, 
301.  395;  5,  37,  91,  1.55,  174,  197,  204,  224,  270,  283,  301.  313.  371 

411    Apportionment  of  Expense 

2,  23,  24,  71,  100,  114,  132,  152,  290,  .349,  360,  362,  365,  375,  376,  382,  72,  73;  3,  131,  341,  122;  4,  42, 
379;  5,  38,  196 

411.1  Customer  Charges 

2,  101,  375,  380,  102,  377,  .379;  3,  1.32;  5,  39 

411.2  Demand  Charges 

2,  24,  102,  290,  362,  365,  376,  377,  41;  3,  117,  389,  20,  4,  200 

411.3  Energy  or  Output  Charges 
2,  25,  101,  102,  362,  .375,  376;  5,  39 

411.9 
419    Return  for  Different  Character  of  Service 

2,  113,  .360,  381 

450    VALUE  OF  SERVICE  THEORY 

2,  52,  113,  290,  365,  53,  55,  22;  3,  1.32.  324,  325.  57,  211,  185,  3.50;  4,  30,  41,  47,  53;  5,  171,  173,  179,  206, 

266,  276,  300,  372 

451    Increment  Costs 

490    HISTORY  AND  DEVELOPMENT  OF  ELECTRIC  RATE  THEORY 

5,  3,5 

500— RATE  PRACTICE 

2,  14,  32,  122,  169,  249,  274,  352,  360,  381;  3,  292,  371,  120,  121;  4,  109,  61;  5,  12.3,  199,  294,  349 

510    FORMS  OF  RATES 

3,  366,  294,  355;  5,  36,  106,  223,  243,  259 

511  Flat  Rates 

2,  42,  102,  1:39.  152.  321.  .352;  3,  244,  3.55,  60.  122,  139;  4,  29,  169 

512  Consumers'  Output  Rates 

513  Meter  Basis 

2,  42,53.  102,  153,  .360;  5,91 

513.1     Straight  Line  Meter  Rate 

2,  53,  102,  103,  360;  3,  3.56,  325 

513.3 

513.8  Block  Meter  Rate 

513.9  Step  Meter  Rate 

3,  139,  357;  5,  221 

614    Demand  Basis 

2,  53,  103,  116,  361;  3,  324,  117,  358,  373,  387,  389,  380,  317 

514.1     Hopkinson  Rate 

2,  177,  10.3.  .361;  3,  218 

514.11  Multiple  Hopkinson  Rate 

514.3    Wright  Demand  Rate 

514.31  Multiple  Wright  Demand  Rate 

514.5    Three  Charge  Rate 

514.51  Multiple  Three  Charge  Rate 

2,  378,  379;  3,  133,  3S5,  324,  219 
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520    DETERMINATION  OF  DEMAND 

2,  40,  100,  177,  380,  .377;  3,  134,  243,  373,  374,  120 

521  Application  of  Demand 

521.1  Width 
2,  180 

521.2  Use  for  Rate  Purposes 

522  Actual  Measurement  of  Demand 

2,  14 

522.1  Maximum  Demand  Indicators 
2,  281,  14 

522.2  Graphic  Instruments 
3,272 

522.3  Tests 

523  Estimated  Demand 

523 . 1  Connected  Load  Basis 

2,  100,  177,40;  3,  323,212 

523.2  Area  of  Premises  Basis 

3,  135 

523 . 3  Number  of  Rooms  Basis 

523.4  Number  of  Outlets  Basis 

523.5  Taxable  Value  Basis 

4,  282,  312 

524  Limiting  Demand 

3,374 

530    DISCOUNTS 

2,  127;  3,  121;  5,  155 

531  Prompt  Payment  Discount 

2,  127;  5,  2!)4 

532  Delayed  Payment  Penalty 

2,  193,  214,220;  4,  232 

533  Quantity  Discounts 

2,  127,  236,  290 

534  Length  of  Contract  Discounts 
537 

539 

540    MINIMUM  CHARGE 

2,  15,  35,  42,  54,  60,  111,  110,  117,  183,  239,  384,  357;  3,  365,  .331,  139,  14,  261,  197,  205;  4.  01.  260,  lOS, 

4,  169;  5,  67,  85,  294,  296 

545    Meter  Rental 

2,  116;  4,  20 

550    LAMPS 

551  Initial  Supply 

552  Renewals 

2,  95;  3,  79,  95,  284,  251;  5,  43,  122. 

553  Allowance  when  not  Supplied 

554  Sale  Price 
559 

560     STANDARD  RIDERS 

3,  261,  154,  326;  4,  56 

570    TERM  OF  CONTRACT 

580     TERMS  AND  CONDITIONS 

2,  168;  3,  346,  43,  2.")9,  84;  4,  271;  5,  294,312 

590    MEASUREMENT  OF  ENERGY 

2,  32,  297,  355,  153,  15;  3,  264 
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600— RATE  DIFFERENTIALS 

2,  54,  55,  65,  14S,  167,  170,  177,  2i9,  290,  359,  377,  37;<,  3S1,  3S2,  3S3,  3i)S,  193,  220,  40,  49,  56,  42,  ll'J; 
3,  132,  133,  135,  324,  396,  200;  4,  3S,  203,  3,  iOO,  227;  5,  12,  74, 102,  166,  167,  205,  251,  300,  377 

610     CHARACTER  OF  SERVICE 

2,  55,  66,  lOS,  116,  123,  140,  147,  154,  156,  170,  ISO,  204,  15,  220,  23G,  251,  256,  296,  321,  340,  354,  370, 

371,  3S7,  399,  16,  44,  92,  31;  3,  46,  132,  135,  109,  45,  174.  157,  3S1,  389,  380.  26,  27,  205.  61,  93, 
221,  2S5,  77,  92,  306,  220,  60,  237,  46,  123,  303,  333,  187,  28,  142,  318,  253,  270,  109,  60,  270,  45, 
76,  10,  173;  4,  53,  93,  272.  43;  5,  90,  135,  206 

611  Light 

3,  176;  4,  188;  5,  73,  395 

611.1  Residences 

2,  15,56;  5,  59,  136.  313 

611.2  Commercial 

2,  76,  108 

611.3 

611.5    Wholesale 

2,42 

612  Power 

2,  67;  3,  132,  187;  4,  350,  282,  249,  265;  5,  104,  105,  107,  276 

612.1  Small  Power 
2,  154;  3,  133;  4,  282 

612.2  Large  Power 

2,  67,  343,  56;  3,  267;  4,  266,  383;  5,  105,  134,  135 

612.3  Unrefined 

612.4  Distribution  Economies 

3,  208,  155;  5,  185,  282 

613  Combined  Light  and  Power 

2,56,  379,  3S2 

614  Heating  and  Cooking 

2,  287;  3,  254,  4,  46,  47,  42,  211;  4,  30,  283,  218,  214,  219,  1 19;  5, 90, 105, 106, 184, 300, 339,  348,  363 

615  Feature  Rates 

2,  20,  42,  56.  182.  322;  3,  135;  5,  374 

615.1  Limited  Hour  Service 

2,  182;  3,  131,  8,  123;  4,  218,  202;  5,  131,  312 

615.2  Development  Rates 

3,  243,  10;  4,  249,  265 

616  Official  or  Government  Rates 

2,  96;  4,  21,  216,  192;  5,  135 

616.1    Street  Lighting 

2,  21.  28,  30,  68.  115.  147.  344,  .398,  400;  3,  134,  285,  174,  254,  299,  208.  61;  4,  47,  312, 
267,  14,  302.  187,  48,  219,  350;  5,  184,  236,  251,  221,  293,  364,  382 

617  Breakdown  or  Auxiliary  Service 

2,  20,  183,  256,  250;  3,  201,  260,  261;  4,  20;  5,  291,  311,  382 

617.5 
620^ FACTORS  AFFECTING  RATES 

3,  139,  360,  349,  397;  4,  46;  5,  236 

621  Demand  Factor 

2,  375,  377,  378;  3,  131 

621.1     Load  Factor 

2,  14,  23.  41,  104,  107,  124,  144,  169,  282,  283,  339,  364.  370,  379.  383.  321,  103;  3,  61,  132, 
293;  4,  53,  93,  251.  78,  47,  109;  5,  168,  171,  184,  348 

622  Diversity  Factor 

2,51,65,  .378;  4,  141;  5,  170 

623  Power  Factor 

4,  14;  5,  11.  73.  135,  155,  252,  283,  395 

624  Lamp  Service 
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625  Distance  Factor 

3,  155 

626  Seasonal  Factor 

2,  105,  251;  3,  350 

627  Conjunctional  Use 

2,54,236;  3,261 

628  Quantity  Use 

2,  27;  4,  37,52,  25 

629  Competition 

2,  114,  119;  3,  361;  4,51 

650    DISCRIMINATION 

2,331,369,394,250,  175,  107,  194,  119;  3,5,203,  153,  291,  .325,  279,344,  154;  4,  20.  340,  296,  352,  340, 
331;  5,  .59,  85,  153,  182,  362 

700— SCHEDULES  AND  SERVICE 

3,  23;  4,  142;  5,  364 

710    SCHEDULES  |. 

2,251,44;  3,  173  * 

711  Form  of  Schedules 

2,  249,  251,  122;  5,  171 

712  Publicity  of  Schedules 

3,21 

713  Filing  of  Schedules 

2,  234,95;  3,  343;  5,  72 

714  Notice  for  Change  of  Rate 

715  Time  of  Effect 

3,  154,  1.55 

716 
720    RATE  SCHEDULES 

2,  79,  SO,  83,  108,  136,  1.37,  162,  178,  191,  234,  251,  271,  287,  297,  339,  349,  391,  392,  343,  20;  3,  39,  250, 
19,  22,  199,  275,  219,  296,  232,  294,  15,  41,  233,  239,  147,  56,  99,  20,  379,  199;  4,  24,  40,  99, 147, 
291,  323,  78,  375,  297,  259,  275,  179,  19,  83,  131,  4,  43,  195,  325,  308,  233,  ,327,  211,  294,  54,  339, 
388,  307,  163,  196,  309,  310,  4,  201,  227,  85,  118,  266,  2.50;  5,  3,  S3,  115,  131,  (correctiou  147j, 
167,  174,  179,  182,  214,  216,  227,  248,  270,  275,  348,  361,  378,  390 

729    Maximum  Rate 

3,  326;  5,  277,  376 

730    TERMINOLOGY 

2,  354 

731    Electric  Definitions 

732 

733    Classifications 

733.1  Dewey  Decimal  System 

2,  168,  400 

733.2  Rate  Research  System 
733.9 

735    Technical  Data 

3,31,  127;  5,  224 

735.1  Moonlight  Schedules 
2,  183 

735.2  Daylight  Schedules 
2,251 

735.5    Meters 

2,  15,  32,  297,  3.55,  372;  3,  96,  175 

738  Bibliographies 

3,  96;  5,  64 

739  General  Data 

2,  169;  3,  144 
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740     COMPANY  DATA 

3,  48,  80;  5,  155 

750    COMPARATIVE  COMPANY  DATA 

2,  47;  3,  127,  15;  4,  282,  313;  5,  123,  136 

770    SAFETY  OF  SERVICE 

2,  29,  119,  150,  167,  188;  3,  363,  217,  112;  4,  240,  330,  123;  5,  320,  400 

771  Inspection 

2,  188;  3,  256,  288,  336;  5,  287 

772  Reports  of  Accidents 

4,  281 

775 

779    Smoke  and  Health  Regulation 

2,  75 

780     SERVICE 

2,395,  170,32;  3,31,  119;  4,336 

781  Adequacy 

2,  170.395;  4,  28,  11;  5,394 

781.1    Increase  of  Facilities 
2,  154 

781.5     Inductive  Interference 

5,400 

782  Efficiency 

782. 1  Regularity 
3,348 

782.2  Voltage  Regulation 
782.3 

782,5    Lamp  Efficiency 

2,95;  3,  192,317;  5,41,51,  112 

785  Accuracy  of  Standards 

786  Tests  and  Accuracy  of  Meters 

2,  256,  372;  3,  297;  4,  350,  90;  5,  367 

788  Service  Rules 

5,  224,  309 

789  Kind  of  Service 

3,  99,  363,  282 

800— MUNICIPALITIES 

3,  255,  127,  111;  5,  125,  175,  255,  303 

810    MUNICIPAL  OR  LOCAL  REGULATION  OF  UTILITIES 

2,  85,  99,  138,  1S8,  214,  294,  333,  340,  :568,  7,  29;  3,  159,  202.  107,  126,  106,  180,  346,  331,  79,  191;  4,  304, 
80,  64,  311,  191,  270,  77,  128;  5,  8,  78,  93,  109,  220,  319,  366. 

820     STATE  REGULATION  OF  MUNICIPAL  UTILITIES 

2,  7,  323;  3,  233,  352,  63,  94;  4,  86,  316;  5,  16,  92,  141,  142,  188,  254,  255,  285,  319,  384 

830    PUBLIC  OWNERSHIP 

2,  76,  140,  216,  284,  297,  300,  324,  356,  .367,  402;  3,  252,  364,  80,  95,  400,  239,  16,  332,  383,  2,55,  41,  30;  4, 
381,  254,  270,  316,  237,  400,  382,  399,  398,  317,  381,  2:38,  ,335,  80,  316,  128,  223,  206,  352,  95,  111, 
316,  315,  352,  238,  13.5,  32;  5,  14,  30,  46,  47,  62,  63,  78,  93,  109.  110,  126,  127,  140,  141.  157,  158, 
175,  189,  190,  191,  240,  254,  272,  285,  286,  295,  304,  318,  319,  350,  366,  383,  398,  399 

831    Purchase  by  Municipality 

3,  307,  297,  58;  4,  56,  304,  95,  115,  269,  128;  5,  79,  126,  189,  381 

831.1    Muncipal  Bond  Issues 
4,  269,  224;  5,  88 
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840    PUBLIC  OPERATION 

2,  99,  124,  220;  3,  108,  219,  399,  239,  352,  378;  4,  58,  280,  ICO,  399,  167;  5,  32,  77,  78,  89,  93,  127,  140, 

142,  158,  189,  190,  191,  254,  286,  302,  303,  304,  350,  358 

850 
860 
870 
880 
890    MUNICIPAL  STATISTICS 

3,  126;  4,  187,  160 

900— GENERAL 

4,201 

910    PROMOTION  AND  GROWTH  OF  BUSINESS 

2,  15,  16,  31,  44,  60,  68,  92,  124,  156,  204,  220,  356,  403;  3,  160,  112,  63,  175,  Ul,  192,»64,  400,  96,  272, 
288,  320.  128,  127,  319;  4,  191,  223,  203,  239,  41,  319;  5,  80,  94,  96,  111,  12S,  141,  159,  173,  367, 
399 

920    ECONOMY  AND  EFFICIENCY 

2,  140,  234,  298,  356,  383;  3,  39,  397;  4,  382,  270,  223,  3;  5,  84,  94,  192,  399,  400 

« 

930 
940 
950    PROGRESS  IN  THE  ART 

2,  15,  16,  29,  30,  300,  404;  3,  388,  383,  80,  160;  5,  95,  351 

960     CO-OPERATION 

2,  268,  388,  404,  299;  3,  64 

970    COLLATERAL  BUSINESS  OF  UTILITIES 

2,  178,  68;  3,  277 

980    PUBLIC  RELATIONS 

2,  108,  188;  3,  320,  256,  96,  304,  240,  144,  64,  32,  112,  336,  192,  120,  128;  4,  317,  318,  207.  239,  319;' 5,  31, 
64,  79,  95,  111,  127,  128,  143,  144.  159.  160.  173,  191,  192,  255 

990    EMPLOYES 

2,  124,  156,  172.  215.  236;  4,  270 
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Complaint  r.  Massachusetts  G. 
&     E.     Commission     decision     re 

street-lighting    rates    236 

Camperdown  Mills,  Paris  Moun- 
tain Water  Co.  r.  South  Caro- 
lina  Supreme    Court    decision    re 

discriminatory   water   rates 362 

Canadian-American  Power  Corpo- 
ration, Application  of.  Decision 
of  New  York  Commission  (2d 
D. )  re  stock  issue  and  merger 
of      Niagara       Falls       Electrical 

Transmission   Co 230 

Cape  May  County,  N.  J.  Eastern 
Telephone  &  Telegraph  Co.  com- 
petition case.  New  Jersey  Su- 
preme Court  decision 89 

(The)  Central  Massachusetts  Elec- 
tric Company,  Palmer,  Massa- 
chusetts.     Rate    schedule,    as    of 

April    1,    1914 3 

Centralia  (Illinois)  Gas  &  Electric 
Co.       Rate     schedules     (c.     July, 

1914)      275 

Chesapeake  &.  Potomac  Telephone 
Co.  District  of  Columbia  com- 
mission   decision    re    discriinina- 

tory  flat  rate  business 295 

Chesapeake  &  Potomac  Telephone 
Co.,  Farmers'  Association  of 
Frederick  County  r.  Decision  of 
Maryland  commission  re  dis- 
criminatory rates 277 

(The)  Chesapeake  &  Potomac  Tel- 
ephone Co.  of  Baltimore  City, 
Complaint  r.  Decision  of  Mary- 
land Commission  re  extensions.  183 
Chicago — Department  of  Gas  and 
Electricity.     Seventeenth  annual 

report,    1913    319 

Chicago — Sanitary  District,  Paper 
re   electric   current   price   to   city 

of,  by  George  W.  Weber 158 

Chicago,    Municipal    meter    testing 

in    : 365 

Chicaf;'o,    Tungsten   lamp   renewals 

in    122 
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Chicago,  Prelimiiuiry  report  of 
public  service  commissioner 
upon  interlocking  control  of 
public  utilities  in  the  city  of,  by 
Montague  Perry   320 

Chicago    election,    Small    majority 

in  favor  of  "Hoine  Rule"  at 78 

Chicago's    flfty-flve    per    cent,     by 

George  W.   Weber 207 

China,   Electric-light  plants  in....      364 

Cincinnati  rate  regulation  de- 
ferred          366 

Clark,  J.  Maurice.  Some  neglected 
phases  of  rate  regulation.  Fluc- 
tuating prices  and  the  earnings 
of  capital 396 

Clark,    William    J.       Facts    versus 

illusions      144 

Cleveland,   Three  cent  light  in,   by 

H.   W.   Wilson    63 

Cleveland  company  appeals  to 
state  commission  in  3-cent  rate 
case     109 

Cleveland  Electric  Illuminating 
Co.  Rate  schedules  as  of  June 
29,    1914    227 

Cleveland  transfer  charge  re- 
stored, and  Need  for  Cleveland 
improvements   misunderstood    .  .      365 

Cleveland's  new  municipal  electric 
plant:  selling  electricity  at  a 
3-cent    maximum    rate 304 

Clifford,  Prof.  Harry  E.  Munici- 
pal street-lighting  plant  idea 
scored   at   Springfield,   Mass 78 

Coast  Valleys  Gas  &  Electric  Co., 
City  of  Monterey  r.  California 
commission  decision  re  rates.  .  .  .      390 

Coleman,   S.   Waldo.      Public  policy 

of  public  utility  corporations...        31 

Colorado — Supreme  Court. 

Colorado  Springs  r.  Pike's  Peak 
Hydro-Electric  Co.  Re  fran- 
chise          221 

Colorado,  Utility  legislation  in.  .  .  .      284 

Colorado  commission,  New 366 

Colorado  E.  L.,  P.  &  Ry.  Associa- 
tion.     Convention,    1914 396 

Colorado  Springs  r.  Pike's  Peak 
Hydro-Electric  Co.  Colorado  Su- 
preme Court  decision  re  fran- 
chise          221 

Commonwealth  Edison  Co.  Tung- 
sten-lamp  renewals  in   Chicago.      122 

Connecticut — Supreme  Court  of 
Errors. 
City  of  Norwalk.  Re  jurisdic- 
tion of  Connecticut  Commis- 
sion in  apportioning  joint 
costs    368 

Cooke,  Andres.  Government  regu- 
lation of  railroads  from  the  in- 
vestor's  standpoint    ISS 

Cooper,    H.    S.       (A)    reply    to    Max 

Thelen     62 

Cork,   Ireland,  Electric  rates   in...      329 

Craft,  P.  T.  Modern  public  poli- 
cies of  public  service  corpora- 
tions     95,    127 

Crosman,  J.  Heron,  Jr.  (The)  pro- 
posed government  ownership 
and  operation  of  the  telegraph 
and  telephone  systems  in  the 
United    States    63 

Crosser  bill.   Editorials  on 333 

Crosser    bill.     Minority    report    on 

^  the  333 

Crosser  report.  Defects  of  the 285 


a 

Daniels,    Winthrop.      Appointment 

of    Mr.    Daniels 76 

Darrieus,    G.      Rate    for    electrical 

energy    395 

Deacon,    William    G.       (A)     3-cent 

car   fare    test 93 

Deacon,  William  G.  Toll  of  poli- 
tics           383 

Dearborn,  Henry,  Jr.  Cost  of 
money    to   public  utilities 314 

Del  Mar  Water,  Light  &  Power  Co. 
('.  Eshleman.  California  Su- 
preme Court  decision  re  public 
vs.    private    service 176 

Detroit  City  Gas  Co.  Advertising 
pamphlet  "at  your  service" 191 

Detroit  United  Ry.  Co.  et  al..  Peck 
et  al.  V.  Michigan  Supreme 
Court  decision  re  indeterminate 
permit     147 

De    Wolf,    R.    D.      Electric    central 

station    rates    12 

District  of  Columbia.  Hearing  be- 
fore the  subcommittee  on  street 
railways  of  the  committee  on 
the  District  of  Columbia 110,   190 

District    of    Columbia.       Municipal 

ownership  for  the  capital  city..      110 

District  of  Columbia — P.  U.  C. 
Chesapeake  &  Potomac  Tele- 
phone Co.  Re  discriminatory 
flat    rate    business 295 

District  of  Columbia,  Municipal 
ownership  of  street  railways  in 
the   '. 285 

District  of  Columbia,  Public  own- 
ership  movement   in 189 

Doane,  S.  E.  High  efficiency 
lamps;  their  effect  on  the  cost 
of  light  to  the  central  station.. 35,   51 

Doane,  S.  E.  Handling  the  small 
consumer  in  Europe 136 

Dolson,    Fred    O.      Selling    electric 

service    106 

Dry  Dock,  East  Broadway  &  Bat- 
tery R.  R.  Co.  Application  for 
authority  to  issue  refunding 
bonds.  Decision  of  New  York 
P.   S.  C.    (1st   D.) 392 

Dunn,  Samuel  O.  Valuation  of 
public  utilities  from  the  railway 
I)oint    of    view 185 

Dunn  Samuel  O.     Will  government 

regulation  succeed? 157 

Duquesne  Light  Co.  rate  sched- 
ules, July   1,    1914 323 

Dwight,  H.  B.  Economies  of  pow- 
er  factor   adjustment 11 


East  Boyer  Telephone  Co.  r.  Incor- 
Ijorated  Town  of  Vail.  Iowa  Su- 
preme Court  decision  re  fran- 
chises          20s 

Eastern  Electric  &  Development 
Co.  rates  case.  Decision  of  the 
New  Brunswick  Board  of  Com- 
missioners of  Public  Utilities, 
re  valuation    153 

Eastern  Pennsylvania  Light,  Heat 
and  Power  Co.  Ashland  compe- 
tition case.  Pennsylvania  Com- 
mission decision    67 

Eastern  Pennsylvania  Power  Com- 
pany and  Eastern  Gas  Works. 
New  Jersey  Commission  deci- 
sion  re  deposits    25 
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Eastern  Telephone  &  Telegraph 
Co.  c.  Board  of  P.  U.  C.  New 
Jersey  Supreme  Court  decision 
re  competition   89 

Easton  Gas  Works  and  the  East- 
ern Pennsylvania  Power  Co.  of 
New  Jersey.  New  Jersey  Com- 
mission  decision.      Re  deposits.  .        25 

Edmonton    Municipal    Ry.,    Report 

of    188 

Eisenmenger,  Hugo.  (The)  com- 
putation of  the  cost  of  current.      329 

Electric  Light  &  Power  Co.,  Com- 
plaint vs.  Massachusetts  G.  &  E. 
Commission  decision  re  street- 
lighting   rates   in   Rockland 251 

Ellicottville  Electric  Light  Co. 
New  York  Commission  (2d  D.) 
decision,  re  equalization  of  rates        85 

Elroy  Municipal  Water  &  Light 
Plant,  Kittleson  et  al.  v.  Wis- 
consin Commission  decision  re 
rates,    accounting,    etc 181 

Erickson,    Halford.      Discussion  on 

equitable   rates    300 

Erickson,  Halford.  (The)  indeter- 
minate franchise  or  permit.  ..  302,  317 

Erickson,  Halford.  Regulation  and 

reasonable    returns    222 

Erie  R.  Co.  v.  Board  of  Public 
Utility  Commissioners.  New  Jer- 
sey Supreme  Court  decision  re 
drinking  water  on  certain  trains       SO 

Eshleman,  John  M.  Does  regula- 
tion hurt  business? 316 

Eshleman,  John  M.  Protecting  mo- 
nopoly             16 

Eugene,  Water  Board  of  the  City 
of,  I'.  Oregon  Power  Co.  Oregon 
commission  decision.  Competi- 
tion case    340 

Eureka  W^ater  Co.  Valuation  for 
municipal  purchase.  California 
commission  decision    381 

F 

Farmers'  Association  of  Frederick 
County  r.  The  Chesapeake  &  Po- 
tomac Telephone  Co.  Maryland 
commission  decision  re  discrimi- 
natory rates 277 

Fee,  H.  A.  Reserves  for  deprecia- 
tion          207 

Ferry,  Montague.  Preliminary  re- 
port of  the  department  of  public 
service  upon  the  interlocking 
control  of  public  utilities  in  the 
city    of    Chicago 320 

Flexner,  Bernard.  History  of  com- 
mission growth  in  the  several 
states    46 

Floodwood    power    to    be    supplied 

at  low  rates  to  Athens 304 

Forbes,  J.  S.     Is  there  a  saturation 

point  in  the  sale  of  electricity.  .        96 

Foster,     George    W.       Government 

ownership    of   public    utilities.  .  .      272 

France,  Public  ownership  in 126 

Francesville,  Indiana.  Petition 
for  certificate  of  convenience 
and  necessity,  authorizing  a  sec- 
ond telephone  utility  in.  Indi- 
ana   commission    decision 26 

G 

Gary,  City  of,  v.  Gary  <fe  Interur- 
ban  Ry.  Co.  Indiana  commis- 
sion decision  re  rates  fixed  by 
contract,  and  indeterminate  per- 
mits           149 


Geary    Street    Municipal    Railway, 

San    Francisco.      Report 140 

Genesee  Light  &  Power  Co.  r. 
Sohmer.  Decision  of  New  York 
Supreme  Court,  Appellate  divi- 
sion,  interpreting  tax  law 256 

Germany,  Hydro-electric  develop- 
ment  in    351 

Gilchrist,    John    F.      Safeguarding 

the    small    investor 192 

Glenfield  Borough  et  al.  r.  Manu- 
facturers' Light  &  Heat  Co. 
Pennsylvania  Supreme  Court  de- 
cision re  free  gas  to  churches..      112 

Gogebic  and  Iron  Counties  Rail- 
way and  Light  Co.  Meter  basis 
for    street    lighting   contract....      364 

Gonden,   H.   J.     Robbing  Peter....      303 

Gosport,  Indiana.  Hoadley  Tele- 
phone rates  case.  Indiana  com- 
mission   decision    70 

Grafton  Electric  Light  and  Power 
Co.  New  Hainpshire  commission 
decision  re  purchase  of  Lebanon 
E.  L.  &  P.  Co.  and  Mascoma  E. 
L.   &   G.   Co 99 

Great  Britain — Board  of  Trade. 
Report  on  profit-sharing  and 
labor    co-partnership    abroad.. 75,   175 

Great  Britain — Railway  &  Canal 
Commission.  Railway  rate  in- 
crease in  Ireland 364 

Great  Shoshone  and  Twin  Falls 
Water  Power  Co.  competition 
case.  Idaho  Supreme  Court  de- 
cision          343 

Greene,  W.  J.  (A)  method  of  cal- 
culating the  cost  of  furnishing 
electric  current  and  a  way  of 
selling    it     195 

Gruhl,  Edwin.  Policies  of  regu- 
lating   bodies    332,  398 

Guthrie,  Municipal  ownership  de- 
feated at    350 


H 


Haar,   Selby.      High  voltage  plants 

of    the     world 95 

Hagerstown  Ry.  Co.  of  Washing- 
ton Co.,  Mayor  and  Council  of 
city  of  Hagerstown  r.  Decision 
of  Maryland  Court  of  Appeals  re 
franchise     352 

Hapood,  Lee.  Synchronous  boost- 
ers in   transmission   lines 283 

Hale,  R.  S.  Rates  for  street  light- 
ing and  rates  for  cooking 363 

Hall.  John  C.  (The)  public  serv- 
ice commission  law  (Missouri) .  .      125 

Halls.  S.  J.    (The)  electric  cooking 

opportunity     106 

Halstead,  Albert.  Birmingham's 
four  municipal  trading  opera- 
tions            189 

Hamburg,  Electric  railways  in....      330 

Hamilton,  Stacy.     Rates:  a  resume 

and  coini)arison  of  rate  theories.     371 

Hamnioiul,  .John  Hays.  Attitude 
of  (^alifoinia  commission  on 
hydro-electric    development 192 

Harmony  Electric  Co.  competition 
case.  Pennsylvania  commission 
decision    379 

Hai-rison,  Haydn.  London's  elec- 
tricity  supply    185 

Harrison,  Newton.  (The)  basis  of 
rates   for   electricity 328 
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Haverhill  Gas  Light  Co.  Issue  of 
additional  capital  stock.  Massa- 
chu.setts  G.  &  E.  L.  commission 
decision    278 

Hayes,  Hammond  V.  l>ul)lic  utili- 
ties. Their  cost  new  and  depre- 
ciation. Review  by  Robert  H. 
Whitten     186 

Hazzard,  Henry  C.  Lowlanders 
and  hijrhlanders — the  problem  of 
co-operative  publicity    Ill,   128 

Heilman.  Ralph  E.  I'ublic  Serv- 
ice  cominission    reports 76 

Heinly,      Burt      A.        Los      Angeles 

power  bond  election  on  May   S..        93 

Helena,   Montana,  Competition   not 

wanted    at     301 

Hemans.  Lawton  T.  Address  at 
meeting'  where  Michigan  tele- 
phone association  was  formed..        60 

Hewett.    John    R.       (The)    develop- 

inent   of   electric    traction 80 

Highland  Canal  &  I'ower  Co.,  Ven- 
cedor  Inv.  Co.  r.  Minnesota  Su- 
lireme  Court  decision,  re  stock- 
holders' liabilitv  for  company's 
debts     32 

Hill,     Nicholas     S.       Valuation     of 

public    utilities    207 

Hoadley  Telephone  Co.   rates  case. 

Indiana    commission    decision...        70 

HockenVieamer.      A.      V.        Cost     of 

financing    utilities    137 

Hodges,      William     H.        Municipal 

madness     175 

Holcombe,  A.  N.  Government 
ownership  of  electrical  means  of 
communication.    Review    by 191 

Holding     companv     bill.     Hearings 

on     31,    64,    144 

Holyoke     municipal      plant     drops 

free    lamp    renewals 43 

Houston  E.  &  W.  T.  R.  Co.  r.  Unit- 
ed States.  Decision  of  United 
States  Supreme  Court  re  I.  C. 
C.'s  power  over  intrastate  rates 
affecting  interstate  commerce. 288,    316 

Houston  Lighting  &  Power  Co., 
Report  on  property  of,  by 
James   E.   Allison 396 

Hoxsey.  Thomas  D.  Departments 
and  bureaus  of  the  commission 
(N.  Y.  1st  D.):  the  bureau  of 
gas  and   electricity 366 


Independence  et  al.,  city  of  Asher 
V.  Kansas  City  Court  of  Appeals 
decision.  Liability  of  municipal 
plant   for   injur j' 32 

Indiana — P.   S.   C. 

Gary,  city  of,  r.  Gary  &  Inter- 
urban  Ry.  Co.,  re  rates  fixed 
by  contract,  and  indeterminate 

permits     149 

Hoadley      Telephone      Co.      rates 

case     70 

Petition  for  certificate  of  con- 
venience and  necessity  au- 
thorizing a  second  telephone 
utility  in  Francesville,  Indiana  26 
Union  City,  Randoliih  County, 
Indiana,  r.  Union  Heat,  Light 
and    Power    Co.      Natural    gas 

rates    68 

Indiana  Railways  &  Light  Co. 
Rural  electric  service  in  central 

Indiana     399 

Indianapolis  street-lighting  con- 
troversy            382 

Insull,  Samuel  H.  Mr.  Insull  on 
the  centralization  of  energy 
supply   (New  York  Y.   M.  C.  A.).         94 

Interstate    Commerce    Commission. 

(The)   five  per  cent  case 

307,    316,    317,    364 

interstate    Commerce    Commission 

classification  of  accounts 187 

Iowa — Supreme    Court. 

East  Boyer  Telephone  Co.  r.  In- 
corporated Town  of  Vail.  Re 
franchise     208 

Iowa    Central    stations.    Facts    and 

factors   of    123 

Ipswich  (England)  Corporation 
Electric  Supply.  Rateable  value 
tariff  adopted,  to  encourage  use 
of  electricity  for  domestic  pur- 
poses          339 

Ireland,  Electricity  and  appliances 

in    south    of 329 

Ireland,    Railway    rate    increase    in     364 

Isolated  Plant.  Announcement  ex- 
traordinary: criticism  of  Rate 
Research  Committee  report,  1914      300 


Idaho.  Public  service  commission 
news  re  agitation  for  competi- 
tion,   in   political   platforms 283 

Idaho — P.  U.  C,  Idaho  I'ower  and 
Light  Co.  r.  Idaho  Supreme 
Court  decision  re  competition.  .  .      343 

Idaho  — •  Supreme  Court.  Idaho 
■Power  and  Light  Co.  r.  Blom- 
quist.      Re    competition 343 

Idaho  Power  and  Light  Co.  r. 
Blomquist.  Idaho  Supi-eme  Court 
decision    re    competition 343 

Illinois — P.   U.   C. 

Order  re  filing  of  rate  schedules       72 
Porter.     Frank,     r.    Louisville    & 
Nashville  Railroad  Co.     Re  com- 
mission's     power      over      con- 
tracts            86 

Western   United   Gas    &    Electric 

Co.   rates  case 11  ."> 

Illinois — Supreme  Court. 

Kewanee     r.    Kewanee    L.    <&    P. 

Co.      Re    franchise 80 


Jenkins,      W.      C.       Public      utility 

holding  companies   94 

Junkersfeld,   Peter. 

Discussion  on  subcommittee  re- 
port on  "Distribution  of  Elec- 
trical    Energy"     (Junkersfeld, 

etc.)    282 

Purchased     energy     for     electric 

railways 134 


Kansas — P.   U.   C. 

First    report.      Mav    22,    1911,    to 

November  30,   1912 48 

Kansas — Supreme  Court. 

State  ex  rel.  Beals  County  Attor- 
ney r.  City  of  Stafford.  Re 
franchise    value    56 

Kansas   City — Court  of  Appeals. 
Asher  r.  City  of  Independence  et 
al.      Re    liability   of   municipal 
plant   for   injury 32 
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Kansas  City  Electric  Light  Com- 
pany. Report  on  property  of, 
by   Philip   J.    Kealy 396 

Kansas  City  Gas  Co.,  Barker  ex 
rel.  Kansas  City  r.  Missouri 
Supreme  Court  decision  re  gas 
service  and  jurisdiction  of  court 
and  public  service  commission.  .  7 

Kansas    City    Railways    franchise 

ordinance     287,   320,    335 

Kealy,  Phillip  J.  (The)  Kansas 
City  franchise    320 

Kealy,  Philip  J.  Report  on  the  fair 
value  of  the  property  of  the 
Kansas  City  Electric  Light  Com- 
pany and  subsidary  companies..      396 

Kentucky — Court  of  Appeals. 

United  Fuel  &  Gas  Co.  r.  Com- 
monwealth. Re  city's  power 
in  rate-making 220 

Kerr,  William  D.  Future  regula- 
tion of  public  utilities 124 

Kewanee  r.  Kewanee  L.  &  P.  Co. 
Illinois  Supreme  Court  decision 
re  franchise 80 

Kimball,  E.  C. 

Old     house     wiring    and     special 

campaigns     3fi7 

King,  Clyde  Lyndon. 

(The)       lighting      situation       in 

Minneapolis    73 

Minnesota  home  rule  and  Wis- 
consin regulation 254 

Kings  County  Lighting  Company, 
people  ex  rel.  r.  New  York  Pub- 
lic Service  Commission  (1st  D.). 
New  York  Court  of  Appeals  de- 
cision.     Rates   case 19 

Kings    County    Lighting    Co.    case, 

reference    to 74,    107 

Kirksville  Light,   Power  &  Ice  Co.' 
rates    case.       Missouri    Commis- 
sion   decision 293 

Kittleson  et  al.  r.  Elroy  Municipal 
Water  &  Light  Plant.  Wiscon- 
sin Commission  decision  re 
rates,  accounting,  etc ISl 

Knight,  G.  L.,  &  C.  V.  Woolsev. 
Application  of  sorting  and  tabu- 
lating machines  to  the  inventory 
of  transmission  and  distribution 
systems    172 

Knowles,  Morris,  and  Maurice  R. 
Scharff.  (The)  relation  of  "out- 
of-pocket  cost"  to  water  rate 
making,  with  an  illustrative 
example    12 


Laconia  Gas  &  Electric  Co.  New 
Hampshire  Commission  decision 
re    bond    issue 326 

LaFollette,       Robert       M.         Those 

"good    old    days" 331 

Lansing  i;.  Michigan  Power  Co. 
Franchise  case.  Company's  re- 
ply  brief    140 

Larabee  Light  &  Power  Co.,  Price 
to  be  paid  by  city  for.  Kansas 
Supreme  Court  decision  in  Heals 
V.  City  of  Stafford 256 

Leak,  Virgil  T.  Results  of  gov- 
ernment ownership  of  railways 
in   France    78 

Lebanon  Electric  Light  &  Power 
Co.  New  Hampshire  Commis- 
sion decision  re  purchase  of,  bv 
Grafton   Electric  Jj.   &  P.   Co...".        99 


Lehigh  Navigation  Electric  Co., 
Pennsylvania  Utilities  Co.  v. 
Pennsylvania  Commission  de- 
cision  re   competition 341 

Lincoln,  Massachusetts,  Chapin  et 
al.  r.  Decision  of  the  Massa- 
chusetts Supreme  Judicial  Court 
re  issue  of  water  works  bonds 
to  reimburse  general  fund  for 
water    works    expenditures SS 

Lisbon  Telephone  Co.,  competition 
case.  Wisconsin  Commission 
decision    163 

Lof,  Eric  A.,  joint  author.  Elec- 
tric power,  by  David  B.  Rush- 
more   and    Eric   A.   Lof 107 

Ijondon. 

Committee      report      on      unified 

electricity    supply    for 350 

(The)  compulsory  purchase  of 
electricity   undertakings   of.  .  .      189 

Cooking   load   in 300 

Electrical    supply    in    Greater.  .  .      159 
Long   Eaton   case   re   rate   differ- 
entials           166 

Municipal  ownership  in 398 

London     electricity     supply,     Merz 

and    McLellan    on Ill,    128 

London  electricity  supply,  Recom- 
mendations  of  committee   for.  .  .      334 

London's      electricity      supply,      by 

Haydn    Harrison     185 

London    utilities.    Compulsory    sale 

of    126 

Long  Eaton  Gas  Co.i  Attorney 
General  ex  rel  r.  Long  Eaton 
Urban  District  Council.  Re  rate 
differentials    166 

Los   Angeles,   California. 

Obscuring    the    issue 79 

United  States  Supreme  Court 
decision  in  Russell  r,  Sebas- 
tian,  re  francises 117 

Los  Angeles — Board  of  P.  U.  4th 
annual  report,  July  1,  1912-June 
30,    1913 383 

Los     Angeles,      Municipal     electric 

power    project    of 142 

Los    Angeles    aqueduct    power,     A 

million   a  year  offered   for 93 

Los  Angeles  depends  on  municipal 

operation      127 

Los  Angeles  Gas  &  Electric  Cor- 
poration, Pinney  &  Boyle  Co.  r. 
California  Suiireme  Court  deci- 
sion   re   ordinance   fixing   lates..      299 

Los    Angeles    power    bond    election 

on  May  10,  by  Burt  A.  Heinly...         93 

Louisville  &  Nashville  R.  R.  Co., 
Frank  Porter  r.  Illinois  Com- 
mission decision  re  commis- 
sion's   power    over   contracts....        86 


M 


McCarter,  Mr.,  on  municipal  own- 
ership            140 

McCarter,  Thomas  N.    (The)  future 

of   public    utilities 76 

McCarter,  Thomas  N.  (The)  ques- 
tion   of    iiublic    regulations 255 

McDowell,  C.  S.,  &  D.  M.  Mahood 
Electric  heating  as  applied  to 
marine    service 184 

McGowan  Water,  Light  and  Power 
Company.  Re  miiiimiim  charge. 
Wisconsin   Commission  decision.        85 

.McGrath.      W.      H.        (The)      public 

utility     business HO 
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McGregor — Noe  Hardware  Com- 
pany, et  al..  Complainants  r. 
Springfield  Gas  and  Electric 
Company  and  Springfield  Trac- 
tion Company,  defendants.  Brief 
and  argument  on  behalf  of  de- 
fendants, before  Missouri  Com- 
mission              13 

McKinley,      W.     B.        Development 

throttled   in   Missouri 315 

McLellan,    Merz    and.      Report    on 

London   electricity   supply ....  Ill,   128 

McPherson,  Logan  G.  Inefficiency 
and  extravagance  in  municipal 
operation 302 

Madison,  City  of,  v.  Southern  Wis- 
consin Ry.  Co.  Wisconsin  Su- 
preme Court  decision  re  paving 
between     tracks 96 

Mahood,  D.  M.,  joint  author.  Elec- 
tric heating  as  applied  to  ma- 
rine service,  hv  C.  S.  McDowell 
and    D.    M.    Mahood 184 

Manchester — Tramways  Depart- 
ment. (The)  passenger  trans- 
portation problem.  Report  of 
the    special    subcommittee 239 

Manitowoc,  Petition  of  City  of,  re 
rates.  Wisconsin  commission 
decision    343 

Manufacturers'  Light  &  Heat  Co. 
Pennsylvania  Supreme  Court  de- 
cision re  free  gas  to  churches.  .  .      112 

March,     F.     O.       Efficiency     under 

municipal  and  private  ownership     158 

Marschall,  Johannes,  Invention  by, 
of  method  of  producing  elec- 
tricity   direct   from    coal 174 

Martin's    Perry,    O.       Socialist    ad- 

'  ministration  ready  to  sell  mu- 
nicipal  electric   plant 190 

Maryland — Court   of  Appeals. 

Hagerstown  r.  Hagerstown  Ry. 
of    Washington      County.       Re 

franchise    352 

Public  Service  Commission  of 
Maryland  r.  Brooklyn  &  C.  B. 
Light  &  Water  Co.  Re  exten- 
sions            134 

Public  Service  Commission  of 
Maryland  r.  Northern  Central 
Railway  Co.  et  al.  Re  experts 
and  testimony  in  switching- 
rate     case 101 

Maryland — P.   S.   C. 

(The)  Chesapeake  &  Potomac 
Telephone  Co.  of  Baltimore 
City,  Complaint  r.  Re  ex- 
tensions            183 

Farmers'  Association  of  Fred- 
erick Co.  r.  The  Chesapeake  & 
Potomac     Telephone     Co.       Re 

discriminatory     rates 277 

Maryland — P.  S.  C.  r.  Brooklyn  & 
C.  B.  Light  &  Water  Co.  Mary- 
land   Court    of   Appeals    decision 

re  extensions   134 

Maryland — P.  S.  C.  v.  Northern 
Central  Railway  Co.  et  al.  De- 
cision of  the  Maryland  Court  of 
Appeals  re  experts  and  testi- 
timony  in  switching  i-ate  case..  101 
Mascoma  Electric  Light  &  Gas  Co. 
New  Hampshire  commission  de- 
cision re  purchase  of,  by  Graf- 
ton  Electric  L.   &   P.   Co 99 

Massachusetts     Electric     Lighting 

Association,  Meeting  of   (1914)..      313 


Massachusetts — G.   &   E.  L.   C. 

Cambridge  Electric  Light  Co., 
Comjjlaint  v.  Re  street  light- 
ing    rates 236 

Electric  Light  and  Power  Co., 
Complainant  r.  Re  street 
lighting   rates   in   Rockland...      251 

Haverhill  Gas  Light  Co..  I'eti- 
tion  of,  for  approval  of  an  is- 
sue of  additional  capital  stock     278 

Northampton     Electric    Lighting 

Co.   rates  case 276 

Wakefield,  Application  of  Mu- 
nicipal Light  Board  of  the 
Town   of,    re    rates 376 

Massachusetts — Supreme  Judicial 
Court. 
Chapin  et  al.  r.  Town  of  Lin- 
coln et  al.  Re  issue  of  water- 
works bonds  to  reimburse 
general  fund  for  waterworks 
expenditures     88 

Mathews,       George       C.  Speech 

against  home  rule  before  Minne- 
sota league   of  municipalities...      141 

Mathewson,  Charles  F.  Some  legal 
aspects  of  the  regulation  of  pub- 
lic   service    corporations 139 

Mauger,  H.  J.  (The)  future  of 
electric  heating  and  cooking  in 
marine    service 106 

Mellen,  Mr.,  on  government  own- 
ership. The  irresponsible  politi- 
cal boss 190 

Merz     and     McLellan     on     London 

electricity    supply Ill,    128 

Merz  and  McLellan  report.  Re- 
port of  London  County  Coun- 
cil committee  on 334,    350 

Metaline  Falls  Light  and  Water 
Co.,  State  ex  rel.  Goss  et  ux.  r. 
Decision  of  Washington  Su- 
preme Court  re  rate  regulation.      368 

Michigan  Supreme  Court. 

Alpena  Electric  Light  Co.  r. 
Kline.  Re  using  current  pur- 
chased for  power,  for  lighting 

purposes    102 

Peck  et  al.  r.  Detroit  United 
Ry.    et    al.      Re    indeterminate 

permit     147 

Michigan  Power  Co.,  City  of  Lan- 
sing   r.      Company's    reply    brief 

in  franchise  case 140 

Milan,  Possible  change  in  tele- 
phone   system    in 191 

Millville  Water  Co.  r.  City  of  Mill- 
ville.    New  Jersey  Supreme  Court 

decision   re   city   taxation 336 

Milton  Water,  Light  and  Power 
Co.,  Application  of,  re  minimum 
charge.      Wisconsin    Commission 

decision    67 

Milwaukee  r.  Milwaukee  Electric 
Ry.  &  Light  Co.  Wisconsin  Su- 
preme  Court   decision   re   paving 

roadbed    220 

Minneapolis,    (The)    lighting  situa- 
tion in,  by  (IJlyde  Lyndon  King.  .        73 
Minnesota — Home     Rule      I^eague. 
Regulation  of  public   utilities-  in 

Wisconsin     92,   208 

Minnesota — League  of  Municipali- 
ties.      Proceedings    of    the     first 

annual    convention,    1913 141 

Minnesota — Supreme    Court. 

Vencedor  Inv.  Co.  r.  Highland 
Canal  &  Power  Co.  Re  stock- 
holders' liability  for  company's 
debts    32 
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Minnesota  home  rule  and  Wiscon- 
sin regulation,  by  Clyde  Lyndon 

King    254 

Missouri — P.   S.   C. 

Kirksville    Light,    Power    &    Ice 

Company   rates   case 293 

Springfield    Gas    &    Electric    Co. 

rates  case 211,   253,   307,   315,   332 

Springfield       (Mo.)       rates      case. 

Brief  of  Company 13,107 

Missouri — Public  Service  Commis- 
sion, State  ex  rel.  Missouri 
Southern  R.  Co.  i'.  Missouri  Su- 
preme.  Court     decision     re     rate 

regulation      362 

Missouri — Supreme  Court. 

Barker  ex  rel.  Kansas  City  v. 
Kansas  City  Gas  Co.  Re  gas 
service  and  jurisdiction  of 
court  and  public   service   com- 

inission 7 

Missouri  Southern  R.  Co.,  State 
ex  rel.  v.  Public  Service  Com- 
mission  of   Missouri.      Re   rate 

regulation   362 

State  ex  rel.  Union  Electric 
Light  and  Power  Co.  r.  Rey- 
nolds    et     al.        Re     corporate 

charter    128 

Missouri,     Development     throttled 

in    315 

Missouri  commission  law.  The 
public    service    commission    law, 

by  Jno.  C.  Hall 125 

Missouri  Electric,  Gas,  Street 
Railway  and  Water  Works  As- 
sociation. Reports  of  commit- 
tees   on   accounting 91 

Missouri  Southern  R.  Co.,  State 
ex  rel.  v.  Public  Service  Com- 
mission of  Missouri.  Missouri 
Supreme   Court   decision   re   rate 

regulation      362 

Monroe  Electric  Co.  rates  case. 
Wisconsin    Commission    decision 

131,    147 

Monterey,   City  of,   r.  Coast  Valley 
Gas    &    Electric    Co.      California 
commission  decision  re  rates.  .  .  .      390 
Morrow,  L.  W.  W.    Oklahoma  rates 

and     revenues 136 

Murray  r.  City  of  Pocatello.  De- 
cision of  Circuit  Court  of  Ap- 
peals, 9th  Circuit,  re  default  in 
public    service 351 


ISI 


Nagler,  L.  B.  Wisconsin  govern- 
ment— cost  and  efficiency 331 

Narragansett  Electric  Light  Com- 
pany. Commercial  progress  at 
Providence,    R.    I.,    during   1913..      135 

Nash,   L.    R.      Recent  developments 

in    public   service    regulation....      314 

National  Bureau  of  Public  Utili- 
ties. Mayor  Blankenburg  ap- 
points   utilitv    experts 303 

N.  E.  L.  A.  Reports,  1914  con- 
vention           170 

N.  E.  L.  A. — Commitee  on  electri- 
cal salesman's  handbook.  Re- 
port.   1914 173 

N.  E.  L.  A. — Committee  on  high 
load  factor  and  non-peak  busi- 
ness.     Report,    1914 171 

N.   E.   L.  A.- — Michigan  Section. 
Michigan     Section     N.     E.     L.     A. 
Annual    convention    cruise    on 
Great    Lakes,    June    17-20 223 


N.  E.  L.  A. — Public  Policv  Com- 
mittee.     Report,    1914 173 

N.  E.  L.  A. — Subcommittee  on 
overhead  line  construction. 
Handbook  on  overhead  line 
(1914)      224 

N.  B.  L.  A. — Subcommittee  on  ten- 
tative classification  of  con- 
struction and  operating  ac- 
counts: List  of  standardized  ac- 
counts and  definitions  thereof. 
Report,     1914 172 

(The)  Natural  Gas  Co.  of  West 
Virginia,  Wheeling  r.  Decision 
of  the  West  Virginia  Supreme 
Court  of  Appeals  re  default  in 
public    service 238 

Nevada — P.    S.   C. 

Nevada-California  Power  Com- 
pany   rates   case 359 

Truckee   River    General    Electric 

Co.   rates  case 248 

Nevada,  Electric  Rates  of  the 
Pacific  Power  Co.  for  the  state 
of    178 

Nevada-California  Power  Co.  rates 
case.  Nevada  Commission  de- 
cision          359 

New  Brunswick — Board  of  Com- 
missioners of  Public  Utilities. 
Eastern  Electric  &  Development 
Co.  rates  case.     Re  valuation...      153 

New   England   Section,   N.    E.   L.   A. 

Sixth   Annual   convention,   1914..      396 

New  Hampshire — P.  S.  C. 

Grafton  Electric  L.  &  P.  Co. 
Re  purchase  of  Lebanon  E.  L. 
&    P.    Co.    and    Mascoma    E.    L. 

&  G.   Co 99 

Laconia  Gas  &  Electric  Co.  bond 

issue    326 

New   Hampshire   utilities   law 14 

New   Jersey — Court    of   Chancery. 
Thropp    et    al.    r.    Public    Service 
Electric    Company.       Re    right 
of    company    to    erect    certain 
poles     351 

New   Jersey — P.   U.    C. 

Easton  Gas  Works  and  the  East- 
ern Pennsylvania  Power  Com- 

panv.      Re    deposits 25 

Plainfield,      City     of,     v.     Public 
Service    Electric    Co.      Re    free 
lighting  of  public  buildings.  .  .      355 
Public     Service     Gas     Co.,     Com- 
plaint   r.      Re   deposits 218 

Public     Service     Gas     Co.,     Com- 
plaint r.    Re  extensions  in  bor- 
ough of  South  Bound  Brook..        57 
Taub,     Max,     r.     Public     Service 
Electric  Company.     Re  service 

rules    309 

Voorhees,  H.  M.,  and  Brothers  r. 
Public     Service      Electric     Co. 

Re   kind   of   service 394 

Wildwood  Water  Works  Co. 
rates  case.     Re   rates  fixed   by 

contract   200 

New  Jersey— P.  U.  C,  Eastern 
Telephone  &  Telegraph  Co.  r. 
New  Jersey  Supreme  Court  de- 
cision  re   competition 89 

New  Jersey — P.  U.  C.,  Erie  R.  Co. 
r.  New  Jersey  Supreme  Court 
decision    re    drinking    water    on 

certain    trains 80 

New  Jersey — P.  U.  C  West  Jersey 
and  S.  R.  Co.  r.  New  Jersey  Su- 
l)reme  Court  decision  re  999  year 
lease   to   Pennsylvania  R.   U.  Co.        72 
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New  Jersey — Supreme  Court. 

Eastern  Telephone  &  Telegraph 
Co.  r.  Board  of  P.  U.  C.  Com- 
petition  case    v:-;;-^,' 

Brie  R.  Co.  v.  Board  of  P.  U.  C. 
Re   drinliing  water   in   certain 

Millville    Water    Co.    v.    City    of 

Millville.     Re  city  taxation...      iio 
"West     Jersey     &     S.     R.     Co.     i'. 
Board  of  P.  U.  C.     Re  999  year 
lease    to    Pennsylvania     R.     R. 

Co ^2 

New  Mexico — Supreme  Court. 

McRae  V.  Water  Supply  Co.  ot 
Albuquerque.      Re    step    meter 

rate    ■•  ■■•      ^^^ 

See  V.  Water  Supply  Co.  of  Al- 
buquerque.    Re  rules  and  reg- 

ulations    ^"^^ 

State  ex  rel.  De  Burg-  V.  Water 
Supply  Co.  of  Albuquerque.  Re 
payment    for    connection    with 

main    239 

State  ex  rel.  Scotillo  et  al.  r. 
Water  Supply  Co.  of  Albu- 
querque.     Re   refusal   of   serv-      ^ 

icg    -*^o 

(The)    New    Ottawa    County    Tele- 
phone Company  at  Port  Clinton, 
Ohio.       Decision     of    Ohio     Com- 
mission re  increase  in   rates. ...        26 
New  York — Court  of  Appeals. 

People  ex  rel.  Kings  County 
Lighting  Company  r.  New 
York  Public  Service  Commis- 
sion   (1st  D).     Rates  case 19 

Westchester  St.  Ry.  Co..  Peo- 
ple ex  rel.  v.  P.  S.  C.  (2nd  D.). 
Re  issue  of  bonds  to  amount 
of  purchase  price  of  property.     103 

New   York — P.   S.   C.    (1st  D.) 

C.  Perceval  Inc.  r.  the  New  York 
Edison  Co.     Re  breakdown   or 

auxiliary    service 291 

Appellate  Division  decision...      311 

Brief    for   relator 3S2 

Dry  Dock,  East  Broadway  and 
Battery  R.  R.  Co.  Application 
for  authority  to  issue  re- 
funding    bonds 392 

Investigation  concerning  rate 
schedules  of  electrical  cor- 
porations    and     the     filing     of 

special    contracts 164 

Report  for  year  ending  Decem- 
ber  31.    1912.      Vol.   1 48 

Saks  &  Co.  r.  N.  Y.  Edison.  Rul- 
ing   re    rehearings 133 

New  York— P.  S.  C.  (1st  D.),  De- 
scription of  work  in  testing  of 
gas      and      electric     meters,      by 

Thomas   D.   Hoxsey 366 

New  York — P.  S.  C.  (1st  D.),  Peo- 
ple ex  rel.  Kings  County  light- 
ing Company  v.  New  York 
Court       of       Appeals       decision. 

Rates    case 19 

New  York — P.  S.  C.  (1st  D.),  Peo- 
ple ex  rel.  Perceval  r.  Decision 
of  New  York  Supreme  Court. 
Appellate    Division    re    auxiliary 

service    311 

Brief   for    relator 382 

New  York— P.  S.  C.   (2nd  D.) 

Canadian-American  Power  Cor- 
poration. Application  of.  Re 
stock  issue  and  merger  of 
Niagara  Falls  Electrical 
Transmission    Co 230 


Ellicottville    Electric    Light    Co. 

Re  equalization  of  rates 85 

Reports  of  decisions.     From  July 

1,  1911.  to  May  7,  1913.    Vol.  3.        48 
Schenectady    Railway    Co.    rates 

case     387 

Woodhaven    Gas,    Light    Co.,    re 

extension  of  mains 58 

New  York — P.  S.  C.  (2nd  D.),  West- 
chester St.  Ry.  Co.  r.  New  York 
Court  of  Appeals  decision  re  is- 
sue of  bonds  to  extent  of  pur- 
chase price  of  property 103 

New     York — Supreme     Court,     Ap- 
pellate Division. 
Genesee    Light    &    Power    Co.    v. 
Sohmer.     Interpretation  of  tax 

law     256 

In  re  Mendel.  Re  commission's 
power  to  compell  production 
of  books  and  papers  by  check- 
room  companies    192 

People  ex  rel.  Perceval  v.  P.  S. 
C.    for    the    1st    D.    et    al.      Re 

auxiliary    service 311 

Brief   for   relator 382 

New  York  Edison  Co.,  C.  Perceval 
Inc.  r.  Decision  of  the  New 
York     Commission     (1st     D.)     re 

auxiliary   service    291 

Appellate    Division    decision....      311 

Brief    for    relator 382 

New  York  Edison  Co.,  Saks  &  Co. 
r.      New    York    commission    (1st 

D.),  ruling:  on  rehearings 133 

New  York   fare   law   vetoed 92 

Niagara  Falls  Electrical  Trans- 
mission Co.  New  York  Com- 
mission (2nd  D.)  decision  re 
merger  with  Canadian-American 

Power    Corporation 230 

Norsa,  Renzo.     Contribution  to  the 

study   of   electric    rates 90 

Northampton  Electric  Lighting 
Co.  rates  case.  Decision  of 
Massachusetts  G.  &  E.  L.  com- 
mission           276 

Northern  Central  Railway  (io.. 
Public  Service  Commission  of 
Maryland  r.  Decision  of  the 
Maryland  Court  of  Appeals  re 
testimony  in  switching-  rates 
case     101 

Norton,  William  J. 

Competition   in  New  Jersey 29 

Decision  of  the  Court  of  Ap- 
peals    in     the     Kings     County 

lighting  case 44 

Effects  of  the  indeterminate 
franchise  under  state  regula- 
tion          139 

(The)  form  of  electric  rates.  .234,  259 
(The)      Illinois     public     utilities 

law     108 

Norwalk,  City  of.  Decision  of 
Connecticut  Supreme  Court  of 
Errors  re  jurisdiction  of  Con- 
necticut Commission  in  appor- 
tioning   joint    costs 368 


Ohio — E.  L.  A.  Twentieth  an- 
nual convention.  Cedar  Point, 
Jul"    21-24     301 

Ohio — P.  U.  C.  (The)  New  Ottawa 
County  Telephone  Company  at 
Port  (i;iinton,  Ohio.  Re  increase 
in   rates 26 
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Ohio,  Complete  rej^orts  on  munic- 
ipally owned  utility  plants  in  the 
state  of,  b^  Public  Service  Pub- 
lishing:    Co 350 

Ohio,  Depreciation  charges  in....  240 
Ohio  Valley  Water  Co.,  Borough 
of  P>ellevue  r.  Pennsylvania  Su- 
preme Court  decision  re  commis- 
sions power  in  rate  regulation.  .  352 
Oklahoma — C.  C,  Paper  on  valua- 
tion order   (No.  774)   of,  by  A.  P. 

Watson     156 

Oklahoma — Supreme   Court. 

Norman    Milling    &    Grain    Co.    r. 

Bethuren.  Re  injury  to  trees.  112 
Pioneer  Telephone  &  Tele- 
g-raph  Co.  r.  City  of  Bartles- 
ville.  Re  increase  in  rates 
pending  commission  decision.  87 
Pioneer  Telephone  and  Tele- 
graph Co.  c.  State.  Re  re- 
funds       3 

Oklahoma   rates   and   revenues,    by 

L.   W.   W.    Morrow 136 

Oregon — District  Court,   D.   Oregon. 
Pacific    Telephone    &    Telegraph 
Co.    r.    Wright-Dickinson    Ho- 
tel  Co.    et   al.      Re   joint   serv- 
ice          368 

Portland  Ry.  Light  &  Power  Co. 
r.   City   of  Portland   et  al.     Re 

rates  fixed  by  ordinance 22 

Oregon — R.  R.  C.  Water  Board  of 
the  City  of  Eugene  v.  Oregon 
Power  Co.  Competition  case...  340 
Oregon  Power  Co.,  Water  Board  of 
the  City  of  Eugene  r.  Oregon 
Commission  decision.  Competi- 
tion case 340 

Osborn,  M.  C.  Extension  of  elec- 
tric service  into  small  country 
communities  and  rural  districts.  335 
Oxtoby,  James  V.  Contract  and 
franchise  rates  as  affected  by 
the  public  service  commission 
laws    205 

P 

Pacific  Gas  &  Electric  Co.  v.  City 
and  County  of  San  Francisco. 
District  Court,  N.  D.  California, 
decision,    re    refunds 87 

Pacific  Gas  &  Electric  Co.  v.  City 
and  County  of  San  Francisco.  In 
the  District  Court,  N.  D.  Califor- 
nia, 2nd  Div.  Report  of  stand- 
ine-  master  on  motion  for  pre- 
liminary    injunction 349 

Pacific  Gas  &  Electric  Co.,  Thomas 
Monahan  as  Mayor  of  the  City 
of  San  Jose  r.  Argument  on  be- 
half of  company,  before  Cali- 
fornia commission 350 

Pacific  Gas  &  Electric  Co.,  Town 
of  Antioch  v.  Rates  case.  Cali- 
fornia commission   decision 264 

Pacific    Power   Co.      Rates    for    the 

state   of  Nevada 179 

(The)  Pacific  Telephone  &  Tele- 
graph Co.,  City  of  San  Jose  r. 
California  commission  decision 
re    inter   corporate    relations. . . .      279 

I'acific  Telepone  &  Telegraph  Co. 
V.  Wright-Dickinson  Hotel  Co. 
et  al.  Decision  of  District  Court, 
D.  Oregon,  re  joint  service 368 

Pack,     R.     F.        (The)     public     and 

public   service   corporations 31 

Paish,   Sir  George.    Saving  under 

govei'nment    owntrship 366 


Palmer,  Mass.  (The)  Central 
Massachusetts  Electric  Co.  Rate 
schedule   as   of  April   1,    1914....  3 

Paris  Mountain  Water  Co.  r. 
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